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GiRL: Shucks, there’s no magic about that. Anyone can use one sheet of this 
carbon paper up to 60 times! 


MAGICIAN: But don’t the copies get blurred, and hard to read? 


GIRL: Not at all! You see, I’m using Roytype’s Park Avenue carbon paper, made 
by the Royal Typewriter Company. And one sheet of Park Avenue can be 
used up to GO times, cleanly and clearly! This test copy proves it... 











Laboratory test No. 36351-NY, issued March 19, 1943 


MAGICIAN: / still think it’s magic! This lool:s almost like it was made from a fresh sheet 
of carbon paper! How do they do it? 


GIRL: The Royal salesman told me it’s because Park Avenue is “deep-inked”’ by 
a special process that soaks the ink right down into the paper. And then, 
Park Avenue has an extension edge that lets you reverse the sheet, top to 
bottom, so all areas of the paper can be used. 


MAGICIAN: J see. No trick at all . . . just common sense! No wonder you can get so many 
more copies from each sheet of Park Avenue! 
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/ magician, too !" 


Complete line of carbon papers 


PPAUERE ARE MANY different carbon 

papers in the Roytype* line, made by 
the Royal Typewriter Company. One of 
these ... it may be Park Avenue, or it 
may be another... will exactly fit your 
needs, depending on the particular type 
of work done in your office. Your local 
Royal Typewriter Representative will 
gladly show you the whole price range of 
Roytype carbon papers and help you 
choose the weight, finish, and quality 
best suited to your requirements. 


e & ® 
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ROYTYPE 


Carbon Papers and Ribbons 
made by the 


ROYAL 
TYPEWRITER COMPANY 
ne 














*Trade-Mark Registered U. S. Pat, Off., 
Copyright 1943, Royal Typewriter Company, Inc. 
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| CONFERENCE 


| May 11—Dayton, 


DATES AHEAD 
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April 2, 3, 1944 
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April 30, May 1 and 2, 1944 


MEETING DATES OF 
CONTROLS 
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5—Bridgeport 
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Leditortal Comment 


Supreme Test for Controllers 


when the military leaders will be sure of the suc- 
cess of the invasion of Europe. That is the day on which 
the major changes in the American internal economy 
will take place, we are told. 

From the War Production Board, the Baruch report, 
various committees of Congress such as the Truman 
Committee, and other governmental sources, come in- 
dications as to what S-Day will mean. They reinforce 
the observation made many times during the past six 
months in meetings and conferences of controllers, 
that the problems of organizing production and of 
complying with governmental controls promulgated 
in 1942, seem fairly simple when compared with the 
tasks that lie ahead, during the months when the big- 
gest customer of American industry curtails his orders, 
and the necessity presents itself of turning over to 
civilian production. 

Controllers and business executives generally are 
working out plans today in the field of termination of 
war contracts, financing the reconversion and postwar 
period, V and VT loans, sources and quantities of ma- 
terials which may be made available, disposition or 
use of physical plants, the surplus goods situation, and 
the rehiring of returning employees, to mention only a 
few of the problems. This period of strain, in which 
continuation of production, and planning for the com- 
ing events, are vieing for the attention of business 
executives, may be regarded as one of the most severe 
tests of controllership that has been experienced. 

Controllers are coming up to this supreme test with 
a confidence borne of successful coping with the tasks 
of 1942 and 1943, backed up by the experience gained 
in those years in cooperating with governmental 
agencies in preparing workable regulations and pro- 
cedures, and in devising methods within their com- 
panies for handling the complex additional tasks 
which stem from war conditions. 

The responsibilities, and the opportunities, with 
which controllers are faced, are heavy and of great 
magnitude. They are compiling a magnificent war 
record. 


Na they are talking of “Success Day’—S-Day— 
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Measuring Questionnaires by the Foot 


A FORM for filing certain information with a gov- 
ernmental agency has been reduced from a length 
of six feet to about two feet, and is now contained on 
three pages, 814 by 11 inches. This method of measur- 
ing government questionnaires—by the foot—is a war 
development, and the shrinking of these forms is a 
war objective, of the Advisory Committee on Govern- 
ment Questionnaires, on which The Controllers In- 
stitute of America is represented by two members. 

If the physical shrinking of these forms is accom- 
plished by eliminating useless and irrelevant questions, 
something worth while has been brought to pass. The 
form which was reduced from six feet to two is the 
RFC Price Adjustment Board Renegotiation Question- 
naire. A report was made concerning it by a subcom- 
mittee, to the full Advisory Committee, at a recent 
meeting. The Committee “concurred that this un- 
doubtedly represents a remarkable accomplishment, 
especially in view of the complexity of the problem.” 
The Committee said also: 

“An outstanding improvement is the fact that large 
companies will no longer need to present unnecessary 
masses of data and that small ones on the other hand 
will be enabled to submit sufficient data to make a good 
case. 

The saving in manpower alone, to business concerns, 
by such reductions of questionnaires, is a noteworthy 
contribution to the war effort. 


Commission for Collecting Taxes? 


HE hope is being expressed along the “tax front” 

that an extension of fifteen days for filing the W-2 
forms will be written into the new Revenue Act. 
That would move the filing date from January 31 to 
February 15. The W-2 form is the information return 
showing the total amount of wages paid to an em- 
ployee for a calendar year. 

It is pointed out by controllers that the reporting of 
wages paid when no withholding of taxes was involved 
was a less burdensome operation than the computing 
of form W-2, and that fifteen days less time was al- 
lotted for the last named job. 
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“We have had quite a struggle getting them out,” 
one man reported, and his summary of the situation is 
typical of thousands of cases. 

There had been a feeling that the time for filing 
these forms should be extended to the close of Febru- 
ary—an extra month—but indications are that February 
15 will be chosen. 

Business executives are not unmindful of the ex- 
pense to which their companies are being put, in com- 
puting and collecting taxes for the government. Sug- 
gestions have been made that the employer should be 
allowed a commission to help cover the expense. It is 


a logical step. A.R. T. 


To Ease Employer's Burden 


HE observation is made by a controller that the pro- 

visions of Section 1625 of the Current Tax Payment 
Act of 1943, which relates to receipts to be furnished to 
employees, should be changed. The provisions as they 
now stand are that if employment is terminated before 
the close of a calendar year the receipt must be furnished 
on the day the last payment of wages is made. The Com- 
missioner of Internal Revenue, by regulation, has ex- 
tended the time to thirty days after the termination of 
employment. 

This controller says that his experience with this pro- 
vision indicates that when these receipts are furnished 
to employees far in advance, the recipients either lose 
the receipts, or do not know why they are furnished, so 
that when it becomes necessary that they file tax returns 
these employees in many instances have to return to the 
employer and ask that they be furnished the information 
a second time. 

Another set of circumstances is set up when an em- 
ployee works spasmodically during the year. Receipts 
must be furnished at the end of each work period, which 
entails additional work for the employer. 

This controller suggests that the law or regulations be 
amended so that a receipt or statement of earnings may 
be rendered only at the end of each calendar year. He 
believes that that would be just as satisfactory as the pro- 
cedure set up under the law as it now stands, and that it 
would in no way hamper the effectiveness of the Act. 
The Controllers Institute of America has been asked to 
make a recommendation along these lines to Congress 
and the proper officials at Washington. The Institute's 
Committee on Federal Taxation will study the sugges- 
tion. 


Unwitting Violation of Ancient Statutes 


R. HARVEY E. RUNNER, business news editor 

of the New York Herald Tribune, has called at- 
tention to the dangerous position in which business 
executives, controllers, accountants, and lawyers put 
themselves when they, from patriotic motives and in 
response to appeals from government executives, go to 
work for those agencies, without severing completely 
the ties with their companies or professional firms. 


These men come into conflict with a group of rela- 
tively ancient federal statutes which subject them to 
fines up to $10,000 and to imprisonment up to two 
years for receiving compensation from anyone other 
than the Government for having a part in any pro- 
ceeding in which the United States is a party. This 
prohibition applies to partners and to other employees 
of the firm with which the individual who is doing 
work for a governmental agency is connected. 

The ancient statutes are wide in their coverage. Sec- 
tion 190 of the Revised Statutes, for instance, pro- 
hibits a former government officer or employee from 
prosecuting or helping in the prosecution of any claim 
against the United States which was pending while 
he was an employee of the government,. within two 
years after leaving government employment. This par- 
ticular law is not regarded by business and professional 
men as a great obstacle to serving the government, but 
Section 113 of the Criminal Code is of deep concern to 
them. This statute, according to lawyers, appears to 
make it a crime for any officer or employee of the 
United States, while so employed, directly or indirectly 
to receive or agree to receive any compensation, of any 
kind or type, for services rendered either by himself 
or by another (i.e., associate, partner, employee), in 
connection with any proceeding, contract, claim, con- 
troversy, charge or other matter or thing in which the 
United States is a party or is directly or (no matter how 
remotely) indirectly interested, or to appear in con- 
nection with such matter, contract, claim, and the like, 
before any department, bureau, officer or commission. 

This is of concern to partners in professional firms 
who accept commissions in the Army, Navy, or other 
branch of the armed services, and continue to receive 
a share of the partnership earnings. If some of those 
earnings were derived from representing clients before 
any department of the Government, it would con- 
stitute a violation of the law. This narrows the kind of 
business which a law or an accounting firm may han- 
dle. Just how much effect this would have on a con- 
troller or other business executive who goes into the 
service of the Government is a question, but it would 
appear that cases of that kind would give less concern 
than those of professional men. 

Mr. Runner reports that many resignations from 
government service have resulted from a realization 
that these statutes may be violated unwittingly. It is 
suggested that special legislation might be enacted to 
cover these cases, by exempting temporary volunteer 
workers from the effects of the ancient statutes. Draft 
board and related personnel were exempted by joint 
resolution early in days of selective service. Members 
of hearing boards in alien property custodian mat- 
ters were covered later. The government needs the 
services of experienced men in contract termination, 
renegotiation, labor relations, and war research. They 
should be similarly protected. In the meantime, action 
on many resignations which have been tendered is be- 
ing held up. 








The Outlook for War and 
Postwar Inflation 


In popular discussions monetary infla- 
tion is usually confused with or made a 
part of price inflation. While monetary 
inflation and price inflation are related, 
the connection is not nearly so close as 
popular discussion would indicate. It is 
possible to have monetary inflation with- 
out price inflation. For instance, in 1934 
the dollar was devalued and we had 
monetary inflation without corresponding 
price inflation. During the early part of 
1940 we had price deflation coupled with 
a form of monetary inflation—inflation 
of bank deposits. During the early part 
of 1937 we had price inflation and bank 
deposit deflation. 

Whenever demand exceeds current sup- 
ply, an increase in price is indicated. The 
price increase usually tends to decrease 
the demand and increase the supply un- 
til a new balance is struck. But when the 
national economy is operating at or near 
capacity, supply of a particular good can 
be increased only at the expense of the 
supply of other goods. While a price in- 
crease under such circumstances does tend 
to shut off demand, the increase in price 
required to bring about a balance between 
supply and demand is necessarily large. 
It is too large to be received comfortably. 
It is inflationary. 


THE FORCES OF INFLATION 


Duting wartime many members of the 
working force are engaged in the produc- 
tion of goods which are not to be con- 
sumed in the usual sense by them or by 
the workers who are producing the goods 
that do go through the usual channels of 
trade. Yet the workers who produce war 
goods are paid in the same kind of money 
as those who produce consumers’ goods. 
The war worker thus receives claims for 
consumers’ goods (money) which are on 
a par with the claims of the producers of 
consumers’ goods. The total claims for 
goods thus increase substantially. If the 
production of war goods is considerably 
greater than the usual savings of the pub- 
lic, excessive claims to goods (excessive 
purchasing power) are necessarily cre- 
ated. 

So long as a price advance calls forth 
increased total production, it performs a 
useful social function But when total pro- 
duction cannot be increased, as at present, 
a price advance merely redistributes pro- 
duction. 

In general, when everyone can earn 
sufficient income to provide for the neces- 


By Charles F. Roos 


sities of life and some savings, the ma- 
jority do not wish to change the distribu- 
tion of wealth by inflation. Nonetheless, 
individual groups always want to improve 
their status. Everyone is opposed to in- 
flation except insofar as his own income 
or product is concerned. 

A common argument when inflationary 
forces are strong is that to change the 
income distribution for this or that group 
would have little or no effect on the 
price level of the economy. Yet an ad- 
vance here leads to an advance there, and 
the accumulation of a lot of little ad- 
vances makes a big one. If we increase 
farm income, we necessarily increase the 
cost of living and so deprive the worker 
of purchasing power. If we increase 
wages, we necessarily must increase prices 
(at least after the advantages of lower 
costs due to increased production have 
been absorbed) and so deprive the sal- 
atied worker, the fixed income recipient, 
and the farmer of purchasing power. 


METHODS OF INFLATION CONTROL 


There are probably nearly as many 
methods proposed for controlling infla- 
tion as there are economists or business 
or political leaders who have studied the 
problems. But the methods which receive 
most attention embrace one or more of 
the following: 


(A) Monetary Sterilization or Destruc- 
tion ; 
(B) Limitation of Disposable Income 
through 
(1) Forced Savings 
(2) Taxation 
(3) Wage and Salary Control; 
(C) Price-Fixing; 
(D) Rationing. 


A brief discussion of each method will 


be helpful to an understanding of the 
whole problem. 


(A) Monetary Sterilization or 
Destruction 

In 1920, 1931 and again in 1937 de- 
struction of bank deposits (money) was 
effective in reversing inflationary trends. 
During each period The Institute's index, 
Money Gradient (rate of change of bank 
deposits) was declining rapidly. But it 
should be recognized that each of those 
inflationary situations was preceded by 
speculative demand and excessively high 
stocks of goods. Deflation of deposits, 
therefore, served merely to break the 
speculation and thereby decrease demand 
and income and, hence, price. 

At the present time when stocks of 
goods are dwindling fast and the War 
Production Board is in satisfactory con- 
trol of inventory speculation, deflation of 
deposits probably would not materially 
affect the inflationary trend. In fact, with 
the government financing the huge ex- 
penditures of the war, deflation of de- 
posits could not be achieved without 
bringing about an undesirably sharp rise 
in interest rates. 

Currency in circulation is rapidly in- 
creasing. This is partly because higher 
payrolls accompanying full employment 
require more currency in circulation. But 
this is not the whole story. A substan- 
tial part of the increase in currency in 
circulation can be traced to its desirabil- 
ity as a medium for savings. Although 
currency bears no interest, it is nego- 
tiable at any time and so is preferred 
by many to low coupon bonds. This very 
negotiability feature, however, is what 
makes the increase in currency in circu 
lation dangerous. It is likely to be used 
at any time as a claim for goods. The 
authorities are faced with a dilemma: 
On the one hand, it would be desirable 





Institute of America. 





| WILL POSTWAR PRICES RISE OR FALL? 


In this forecast of the shape of certain economic things to come, Dr. 
| Roos, who is president of the Econometric Institute, Inc., of New York, 
| comes to the conclusion that the demand for materials after the war 
| will prevent any serious decline in prices and may well cause an ad- 
vance in postwar price levels. Dr. Roos presented this paper at the 
January 11 meeting of the Milwaukee Control of The Controllers 


—THE EDITOR 
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to decrease the volume of currency in cir- 
culation; on the other hand, a decrease in 
currency in circulation might increase the 
desire to possess the liquid asset, money, 
and hence adversely affect interest rates. 
As we have pointed out, however, a short- 
term low-coupon bond freely negotiable 
after, say, one year might be sufficiently 
attractive to reduce the currency in cir- 
culation. 


(B) Limitation of Income 

(1) Forced Savings: Many writers on 
inflation have urged forced savings as a 
cure for inflation, and we actually have a 
form of forced savings in the small with- 
holding tax which is to be refunded after 
the war. This small tax, however, is none 
too popular and it is doubtful that the 
tax can be substantially increased. Yet it 
must be drastically increased if it is to 
be effective. Excessive purchasing power 
of about 50 billion dollars is likely for 
1944. If the public should be “forced” 
to save only a part of this amount, it 
might adjust its other savings so that 
little effect on the inflationary problem 
would be achieved. For example, let us 
say that the government enacts a plan 
of forced savings when John Public in- 
tends to invest 22 billion dollars of his 
purchasing power in government bonds, 
5 billion dollars in currency, 18 billion 
dollars in bank deposits, and 5 billion 
dollars in bidding up prices of the avail- 
able goods. If John Public is forced to 
lend the government 10 billion dollars, 
he may thereupon rearrange his budget to 
tead 12 billion dollars for government 
bonds, 5 billion dollars for currency, 18 
billion dollars in bank deposits, and 5 bil- 
lion dollars in bidding up prices of goods. 

(2) Taxation: If it were feasible, an 
ideal solution would be to pay for the 
entire war out of current income. This 
would mean pay-as-you-go taxes equal in 
amount to the total government expendi- 
tures. If taxes could be made to fall pro- 
portionately upon all income recipients, 
the effect would be so to decrease pur- 
chasing power as to bring disposable in- 
come and, hence, demand in line with ci- 
vilian supply. There would then be no 
problem of inflation. But such a solution, 
while ideal, has never been politically 
feasible. Even the 50 per cent. taxes of 
Great Britain are regarded by Britons as 
excessive and, moreover, do not fall with 
equal weight upon all classes. They could 
probably not be enacted in this country 
and if they were, there would still be an 
inflation problem here. 

More important, however, we have al- 
teady passed the point at which inflation 
can be controlled in the United States by 
collecting extra income taxes. The masses 
during the past two and a half years have 
accumulated 50 billion dollars to 70 bil- 
lion dollars worth of purchasing power 
which would not be touched by new 
axes and which could be turned into the 
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markets at the drop of a hat. In addition, 
the average individual today can borrow 
extra purchasing power from the banks. 

Two years ago it made sense to talk 
about controlling inflation by closing the 
inflationary gap (income minus taxes and 
supply of goods) either by increased tax- 
ation or by forced savings, because the 
masses did not then have savings of sig- 
nificant value. But the solutions applicable 
to the conditions of two years ago would 
not work today. The problem today will 
not be solved by increasing either income 
or corporation taxes or by “forced sav- 
ings. 

(3) Wage and Salary Control: Freez- 
ing of basic wage rates and salaries would 
necessarily limit the increases in dispos- 
able income to merit increases which, at 
least theoretically, would be offset by in- 
creased productivity and so would not 
contribute to overall inflation. 

Efforts of the War Labor Board and 
the Treasury have retarded advances in 
wages and salaries and so have retarded 
advances in disposable income and the 
price level. But the WLB’s Little Steel 
Formula is itself inflationary. 


(C) Price-Fixing 

Just as the primitive physician treated 
the temperature of his patient by blood- 
letting, ice-packs, etc., so some have of- 
fered to treat inflation by fixing prices. 
In cases where the price advances were 
caused by speculation, as in the early 
months of 1941, immediate results 
seemed to develop; by fixing prices be- 
low the market, the speculator was con- 
fronted with a loss and speculative de- 
mand collapsed. 

But as manufactured supplies have 
shrunk, this method has become less and 
less effective. Merchants and manufac- 
turers have refused to do business unless 
their costs have been covered. Labor has 
demanded higher wages to offset price in- 
creases. The net result has been a steadily 
rising price level. Late in 1942 the first 
OPA administrator did the only thing 
possible. He resigned. 

Supplies have continued to shrink and 
the new administrators have been under 
fire in every direction. The second OPA 
administrator extended the use of sub- 
sidies to offset increases in cost. Civilian 
supplies continued to shrink and prices 
moved upward. The present adminis- 
trator has adjusted ceiling prices upward 
here and there and so has relieved some 
of the pressure. But the price level has 
continued to rise. 


(D) Rationing 

Price-fixing discourages production and 
brings about the need for its corollary— 
rationing. 

In its utmost simplicity, rationing rep- 
resents an attempt to substitute a scarce 
super-money (the ration coupon) for the 
excessive ordinary money. The first effect 
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is to shift the demand from the rational 
commodity to others which are growing 
scarce and are, therefore, likely to be ra- 
tioned. When shoes were rationed early 
in the year 1943, the demand for almost 
all types of department and variety store 
merchandise increased sharply. This in- 
crease in consumer spending intensified 
the shortages of merchandise and thereby 
increased the inflationary pressures. It 
hastened the day when other goods had 
to be rationed. 

Extension of the piecemeal rationing 
system of the last year necessarily means 
huge administrative staffs to classify and 
define the various commodities, to fix 
and continuously change the ration points 
for these commodities. It forces a choice 
between large enforcement staffs and black 
markets. 

Because administrators of the point- 
system of rationing cannot adequately an- 
ticipate changes in demand and supply of 
individual items, extension of this system 
can only undermine the faith of the pub- 
lic. It will surely lead to extensive black 
markets and impossible problems of en- 
forcement. We have reached a point at 
which simpler plans, capable of easy ad- 
ministration, are indicated. 

From the above it is clear that the 
course of prices after the war will depend 
upon the demand for goods as measured 
by an index of production such as the 
Federal Reserve Board Production Index 
and disposable income (national income 
payments less personal taxes). 


POSTWAR OUTLOOK FOR PRODUCTION 
AND INCOME 


Postwar projections to be most useful 
should give the expected highs and lows 
of business a$ measured by income and 
an index of production which might well 
be the Federal Reserve Board Index. Pre- 
sented below are lower or minimum likely 
levels for both production and income. 

These minimum levels are based on the 
following severely pessimistic assump- 
tions: 


(1) Both wars will end at the same time, 
so that there will be no gradual transi- 
tion. 

(2) Military demand for durable consum- 
ers’ goods and capital goods will, on 
the average, drop about 80% in nine 
months, and military demand for semi- 
durable goods will drop at least 60% 
during that period. The strength of 
civilian demand is so great that the 
same pattern of production would be 
likely if military demand for all the 
above categories of goods dropped 90% 
in nine months. 

(3) There will be no lend-lease except from 
wee accumulated before the war’s 
end. 

(4) Foreign trade with Latin America and 
China will be no larger than prewar. 

(5) Production of aircraft will decline 
from the present rate of 110,000 per 
year to 6,000. 

(6) Our shipbuilding will be no larger, on 
the average, than in 1941. 
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(7) There will be no public works other 
than those that would be undertaken 
by, say, Calvin Coolidge. 

(8) Conversion of war bonds into cash for 
expenditures on goods and _ services 
will account for no more than 8 points 
of the FRB Production Index. 

(9) There will be no spending for goods 
of the cash accumulated during the war. 

(10) There will be no increase in installment 
loans. 

(11) There. will be no reduction in personal 
or corporate taxes. 

(12) The OPA will continue to set ceiling 
prices so low that production at over- 
time pay for civilian use is discouraged. 

(13) Business will not anticipate good post- 
war years, i.e., it will, as in the past, re- 
spond only to changes in business as 
they occur. 


Under these assumptions we can show 
that the Federal Reserve Board Produc- 
tion Index is not likely to decline below 
170 (70 per cent. above the 1935-39 aver- 
age), and that the low in production 
would be reached five or six months after 
the simultaneous ending of the wars. Ac- 
cording to our analysis, business will turn 
upward at this point and will tend to 
stabilize around a level between 185 and 
190. 

Since it is extremely unlikely that all 
of the above severely pessimistic assump- 
tions would turn out to be correct, the 
postwar level of production would be 
higher than indicated in our pattern. We 
would not be surprised, for instance, to 
see a production level above 200 main- 
tained for a considerable number of years 
after the war. Some details of the fore- 
cast of 170 for the FRB Index follow. 

We have assumed that national income 
will decline as fast as it did during the 
highly deflationary first nine months of 
1932 in computing the demand equivalent 
of income for the nine months immedi- 
ately after the war. Under this extreme 
assumption, the demand equivalent of in- 
come (physical units of goods that would 
be purchased at prevailing prices with 
current disposable income) will drop 
from 195 at the war’s end to 150 nine 
months later. It will not drop sharply dur- 
ing the first two months because of the 
lag between income and production. Nine 
months after the war ends it will begin to 
rise, because a spread between present 
actual demand (as limited by shortages of 
goods) at 110 and the demand equivalent 
of income at 150 insures a continued rise 
in semi-durable goods orders. Moreover, 
the economic picture in both consumers’ 
durable goods and capital goods indus- 
tries will justify a reversal of trend of in- 
come. 

The following comparative figures will 
throw this forecast into bolder relief: 


(1) Production of semi-durable goods in 
November 1943 reached an index value of 
215, a figure which is considerably higher 
than any to be found in the pre-war history 
of either production of, or consumer demand 
for, semi-durable goods. The high for 1937 
was only 120. 

(2) The demand equivalent of income in 
the first quarter after the end of the European 
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phase of the war would be about 73% higher 
than actual demand as limited by shortages 
of merchandise. 

(3) Actual demand would be limited by 
shortages of goods until about the second 
quatter of the second postwar year. 

(4) Retailers will not be able to build ade- 
quate inventories until a year and a half after 
the armistice. 

(5) Our forecasts of military demand as- 
sume very sharp declines beginning in the 
first quarter after the armistice, i.e., from an 
index value of 95 in the first quarter of 1944 
to an index value of only 10 one year after 
the armistice. This index value of 10 is about 
the minimum that would be required for re- 
placement needs of a standing army of ap- 
proximately one million and a navy of about 
three hundred thousand. 


Although the production of semi-dura- 
ble goods has reached an index value of 
215, this level has been achieved only 
with considerable overtime pay and over- 
use of equipment, both of which would 
be unlikely in postwar years. Immedi- 
ately following the European war, the 
decline in government orders probably 
will be just about enough to cause mills 
to drop their production in line with 
more normal work weeks. 

A rise in total semi-durable goods pro- 
duction is indicated for the second post- 
war year and manufacturers will probably 
think an expansion in capacity is first 
warranted about the end of the first post- 
war year. A moderate decline in semi- 
durable goods production in the third 
postwar year is likely. It would represent 
a correction of an assumed mild inventory 
accumulation earlier in the year. 


POSTWAR MARKET FOR DURABLE 
CONSUMERS Goons 


Consumers will enter the postwar pe- 
riod with perhaps 20 million passenger 
cars in reasonably good mechanical condi- 
tion, although by habit they are accus- 
tomed to having 27 million. They will 
have in their homes out-of-date and out- 
of-repair washing machines, electrical re- 
frigerators, vacuum cleaners, and radios; 
in the display windows they will see home 
appliances of vastly improved perform- 
ance characteristics, able to make imme- 
diate savings in human effort and con- 
tributing to human comfort when brought 
into the home. It was on such bases as 
these that home appliances were sold in 
the past; why not in the future ? 

As of the end of December 1943 total 
production by durable consumers’ goods 
industries equalled an Econometric Insti- 
tute index value of 171, whereas civilian 
production (mostly furniture and hous- 
ing) was only about 75. The peak of this 
production index was 51 in 1941. If 
residential building today were as large 
as the average for 1941, the production 
index would be at 195, or nearly three 
times the present value of consumers’ 
durable goods new orders. 

Supernumerary income (disposable in- 
come less expenditures for subsistence liv- 
ing standard), which measures the de- 


mand for durable consumers’ goods, 
would today justify an index value of 
214, or 139 points above the current 
level of civilian production. Our forecast 
of this demand series, called the demand 
equivalent of supernumerary income, is 
based on the assumption that supernu- 
merary income during the first nine 
months after the war will decline as rap- 
idly as it did in the major depression of 
1932. Further analysis shows that such a 
decline cannot occur and, therefore, that 
our forecasts are ultra-conservative. 

In our postwar pattern it is assumed 
that: 

(1) Residential building will rise steadily 
from its present governmentally depressed 
value to the 1941 level within a year and 
then go beyond that level. 

(2) Automobile production will be lim- 
ited by capacity and conversion difficulties 
which will hold the first four months’ pro- 
duction at 10% of 1941 and the following 
year’s production about at the 1941 level; 
and as capacity bottlenecks are opened, car 
production capacity will rise an additional 
30%. 

(3) Production of electrical appliances 
will attain the 1941 rates in six months and 
be 40% higher a year later. 

(4) Furniture production will at first in- 
crease more rapidly than the residential 
building series and later less rapidly. 


On these assumptions, the civilian por- 
tion of consumers’ durable goods produc- 
tion and, therefore, our Consumers’ Dura- 
ble Goods New Orders index would 
equal 140 at the end of the first postwar 
year; 206 at the end of the second and 
211 at the end of the third, whereas in 
1941 the index averaged about 153. The 
index will probably attain a new all-time 
high during the third postwar year. This 
would be due primarily to high levels of 
residential building and automobile pro- 
duction which are likely to develop after 
reconversion has taken place. 

The combined durable consumers’ 
goods demand corresponding to the low- 
est forecast value of income is 2.4 per 
cent. above the 1941 level of production 
of durable consumers’ goods. Therefore, 
even if income should decline rapidly 
following the end of the European phase 
of the war, the demand generated by 
newly created income (i.e., ignoring the 
effect of savings created during the war) 
will be above the highest level of civilian 
production of durable consumers’ goods 
ever attained. When we take into account 
the likelihood that some portion of wat 
savings will be used for the purchase of 
cars and houses, it is clear that for some 
years to come considerable strength of de- 
mand is indicated in the durable con- 
sumers’ goods field. 

In our pattern we show capital goods 
dropping sharply from 180 in the first 
quarter of 1944 to an average of 125 dut- 
ing the first three months after the armt- 
stice, rising toward the end of the year 
and then dropping off slowly to 102 by 


(Please turn to page 176) 
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Some War Time Problems in the 
Presentation of Financial Statements 


Some of the accounting problems that 
we are encountering during the war pe- 
riod are not entirely new, although they 
may have new aspects or phases, or new 
emphasis. The preparation of financial 
statements has always involved problems 
because, except in very rare cases, they 
are not based merely on rigid fact-find- 
ing, but a great deal of judgment and 
opinion is involved in determining what 
shall be the action taken with respect to 
various items to be incorporated in the 
financial statements. 

The fact that a year is, for most busi- 
ness enterprises, only a segment of a 
longer cycle, and that there is a great 
deal of unfinished business, as we might 
term it, at the end of each period for 
which statements are prepared, gives an 
air of tentativeness to most financial 
statements. Take such matters as valu- 
ing (if we want to use that word for 
convenience) an inventory; distinguish- 
ing between capital expenditures and 
maintenance costs; determining allow- 
ances for depreciation and depletion, and 
many others. All of them call for the 
exercise of judgment and discretion in 
preparing statements, and result in state- 
ments having an element of tentativeness 
inthem. But in wartime, that becomes 
much more evident, and the problems 
increase in complexity. 


INVENTORIES 


To take the first item just mentioned— 
inventories—we have the problem in 
normal times of determining what cost 
is, and of selecting a suitable basis for 
any particular business; whether it shall 
be first-in-first-out, last-in-first-out, aver- 
age cost, costs of specific lots, or retail 
method (in some cases). Then comes the 
question of what is market. Those are 
problems that arise in normal times. 

But when we get into the war period, 
we have still added problems in respect 
to inventories. One, for example, is that 
of frozen inventories—frozen not be- 
cause the articles or the product or com- 
modities are obsolete or unsalable, but 
because of the restrictions that are put 
on their sale during the war period. 

In addition to seeking to formulate 
My own view of how to deal with the 
problem of frozen inventories, I have 
looked through a good many reports to 
see how various companies have dealt 
with it. The question to be answered 
relates both to the amount at which such 
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inventory shall be carried, and to what 
extent such part of inventory should be 
deemed to be current and what consid- 
erations should lead to taking any por- 
tion, or all of it, out of the current sec- 
tion of the balance sheet. 

Companies manufacturing automo- 
biles, refrigerators or other articles of 
the restricted type have had to deal with 
this problem. The two largest automo- 
bile companies made no attempt, in their 
1942 balance sheets, to segregate any part 
of the total inventory into the non-cur- 
rent section of the balance sheet, but 
they did the practical thing in the cir- 
cumstances, which was to make an ad- 
equate disclosure of the circumstances, 
and the amount in dollars of that part 
of the inventory that was temporarily 
frozen because of the ban on selling au- 
tomobiles as fast as the demand for them 
would otherwise have warranted. 

A comparatively recent development 
in costing inventories has resulted from 
the recognition of the fact that a rising 
price level almost invariably has the effect 
of raising the price level of the inventory 
(if the first-in-first-out, average cost, or 
specific lots basis be used) with the ac- 
companying result that profits are being 
shown that, to a substantial extent, are 
simply being plowed back into an in- 
creased dollar amount of inventories. 
Then, when the price level moves the 
other way, as it usually has in post war 
periods, those apparent profits fade away. 

Those of you who remember the busi- 
ness experience of the period following 
World War I, and particularly 1920, will 
recall the large inventory write-offs that 
occurred in many different industries be- 
cause of the very rapid fall in prices in 
that year. It did not come immediately 
upon the signing of the armistice, but 
approximately two years later. There 
was a pause after the armistice, and then 
business took a deep breath and went 
ahead again, and I suppose it was due at 


least in part to that same condition that 
we are thinking about now, that is, the 
accumulated demand that can’t be met 
for consumer goods during the war pe- 
riod but which will make itself strongly 
felt when it is again possible to buy them. 

In about two years following World 
War I, that first intense demand seems 
to have been at least partially satisfied, 
and materials and commodities again be- 
came so plentiful that the artificially high 
prices engendered by war conditions 
moved downward and then considerable 
inventory write-offs were necessary. 

During the period intervening be- 
tween World War I, we have had the 
development of LIFO, that is, the last- 
in-first-out method of costing sales and 
inventories. It was the result of an en- 
deavor to find a basis of inventorying 
that would avoid showing increasing 
profits with the rising price level, only 
to see them fade away when the price 
level drops. LIFO, which was worked 
out before the war began in 1939, but 
which had been used in only a few in- 
dustries up to that time, has been adopted 
by concerns in a number of other indus- 
tries, including even the department 
store field which previously had not seen 
any relation between the LIFO method 
and its type of business, because of the 
desire to minimize the possibility of 
showing illusory profits. 

Many concerns have had to accumu- 
late inventories of both raw materials 
and partially manufactured goods, for 
the purpose of making all kinds of things 
that the Army and the Navy and the Air 
Forces need. It might be thought the in- 
ventorying of them is simple because 
they could be taken at cost, since they 
have been purchased largely, if not 
wholly, for filling specific contracts. But 
even here there are some exceptions. 

Whether or not a company carrying 
out such contracts, especially those on 
the fixed price basis, will come out whole 
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on them and produce a profit, or whether 
it may come out on the loss side, raises 
an important question in valuing the 
company’s inventories. 


RENEGOTIATION 


The concept of renegotiation is rather 
a new one in our American concept of 
business. We have always thought in 
the past that a contract was a sacred 
thing, and that when two parties had 
a meeting of the minds and agreed upon 
the thing they wanted to produce, and 
the producer agreed with the buyer on 
the price to be paid for it, and assuming 
that the article would be satisfactorily 
completed and delivered, the contract 
could be carried out according to its 
terms. The idea of going back and un- 
doing the contract and rewriting it, in 
many cases after performance under the 
contract had been entirely completed, is 
a new concept in our American way of 
business life. 

I don’t take exception to renegotia- 
tion in broad principle, because condi- 
tions were such during the early days of 
the war that Government agencies had 
to contract for munitions as quickly as 
possible, and a great many new articles 
were being designed and manufactured, 
respecting which there was no previous 
experience as to the probable cost of 
production. In those circumstances, one 
can see that there might well have been 
many contracts made where the con- 
tractor had to be on the safe side in esti- 
mating possible cost, even in the case of 
cost-plus-fixed-fee contracts, and where 
the tremendous volume of production 
to be effected would entirely change the 
margin of profit expected to be realized. 
Therefore, I am not surprised that there 
was a demand that there be a going-over 
of that situation, and that if concerns had 
apparently made an excessive profit, 
there be a refund thereof to the Govern- 
ment. 

The feature of renegotiation in prac- 
tice that has caused criticism has not 
been the broad principle of it, because I 
have found that businessmen generally 
have accommodated themselves to the 
concept of it, but the arbitrary way in 
which it has been carried out in some 
cases. That has not been true of all, so 
far as my observation goes; some of the 
local boards have sought to be very fair; 
some of the contracting officers have 
sought to have the contractor feel that 
he is being fairly dealt with. In some, 
however, cases an arbitrary position was 
taken and the company told, “You sign 
here and you pay up so many dollars,” 
and that’s that. 

Settlements have been made when 
companies were not satisfied that an en- 
tirely fair result had been reached. It 
was felt, however, in such cases that it 
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was more important for a company to 
get renegotiation back of it, than to 
continue the negotiation for any long 
period of time. It reminds me of the 
statement by an old lawyer friend of 
mine, “I prefer prompt justice to just 
justice’; in other words, there is some 
value in getting things back of you in- 
stead of having them worry you while 
you are trying to do a job that calls for 
every faculty and every moment of your 
time for its performance. 

The Government agencies have stead- 
fastly objected to the agreements in re- 
negotiation indicating that they were 
made under protest. It seems to me 
highly objectionable to endeavor to force 
a contractor into a position where the 
agreement that he signs, and under 
which he makes his refund of alleged 
excessive profits, bears the appearance 
of having been voluntarily entered into 
when, as a matter of fact, he is simply 
bowing to what in some cases at least he 
may feel is superior power or duress. 

Renegotiation is one of the most seri- 
ous problems that has arisen out of war 
conditions in respect of financial state- 
ments, because it means that no state- 
ment is final until renegotiation has been 
completed. Both the New York Stock 
Exchange and the Securities and Ex- 
change Commission have been concerned 
by this phase of the renegotiation devel- 
opment. Perhaps the strictly logical 
way to have dealt with the situation 
would have been for corporations to 
have deferred issuing financial state- 
ments until renegotiation for the year 
was completed, and there are a few com- 
panies that have done so. 

Such companies took the position that 
no matter what they did to surround the 
statements with cautionary words and 
warnings, they might still mislead their 
stockholders by indicating what their 
earnings for 1942 had been before re- 
negotiation for that period was com- 
pleted. Most companies, however, felt 
that their stockholders would want re- 
ports, even if the matter of renegotia- 
tion were still unsettled, and the great 
majority of companies did issue state- 
ments for 1942 with, at that time, merely 
the warning that part or all of their 
business might be subject to renegotia- 
tion, and that, depending on the extent 
to which their production could be re- 
lated directly or indirectly to the war ef- 
fort, renegotiation might substantially 
change the results of operation shown in 
the statements. 

The American Institute of Account- 
ants was much concerned about that 
question when the War Profits Control 
Act was passed in April 1942, and issued 
a bulletin dealing with the question and 
endeavoring to work out some practical 
approach to the matter. It also called 
attention to the need for legislation— 


which was subsequently enacted—to 
make certain that applicable tax offsets 
to a renegotiation refund be not barred 
by running of the statutory limitation on 
the filing of claims for refund of taxes, 

At that time, the probable outcome of 
renegotiation proceedings was still so 
uncertain that there was no way in which 
a corporation could well have made pro- 
vision for a possible refund. Conse- 
quently, when the Institute issued a 
bulletin on the subject in 1942, it was 
felt that the best that could be done in 
most cases would be to warn stockholders 
by suitable notes or explanations by the 
management on the financial statements, 
and perhaps by qualifications in the ac- 
countants’ certificates, of the possibility 
of renegotiation. 

Since that time many renegotiations 
have been concluded for 1942, especially 
in the case of larger companies, so that 
some kind of a pattern is now evident, at 
least in a broad way, of what may pos- 
sibly happen in the case of a given com- 
pany, and particularly of a given indus- 
try, in respect to the approximate rate 
of return that may be allowed on its re- 
negotiable business. One difficulty in 
developing a pattern arises from the fact 
that the. renegotiation authorities usu- 
ally decline to give any indication of 
how they have arrived at the refund 
which they demand as representing ex- 
cessive profits. I can’t say that I am en- 
tirely surprised at that, because I think 
they are in somewhat the same position 
as a judge or jury considering a case in- 
volving the determination of, say a val- 
uation of some property. They get all 
the evidence possible and then a sort of 
composite judgment emerges which is 
not the result of applying any precise 
formula. That is, after all, what the 
price adjustment boards are up against, 
that is weighing various factors and de- 
termining what conclusion seems fair to 
both government and contractor. 

It is interesting to see that the kind of 
pattern which is developing, however, 
appears, in effect at least, to result in al- 
lowing a return of a certain percentage 
on the volume of renegotiable business. 
Very often, it falls somewhere between 
10 and 15 per cent. before taxes, depend- 
ing on the nature of the industry, the 
genius and personal effort that had to be 
put forth, the skill with which the opera- 
tions were carried on, the apparent efh- 
ciency or otherwise, and whether or not 
high or low costs resulted in the carrying 
out of the renegotiable contracts, and 
so on. 

Many companies will undoubtedly be 
able to form some opinion from the re- 
sults of their renegotiation proceedings 
for 1942 as to where they are likely to 
come out in similar renegotiations for 
1943. The Committee on Accounting 
Procedure of the American Institute of 
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Accountants was therefore urged to sup- 

lement its earlier bulletin with one 
that would look to the present conditions 
and see whether it was possible to do 
more than simply put in a disclaimer or 
a warning note that renegotiation had 
still to be awaited. 

Such a supplemental bulletin was is- 
sued last month. The summary portion 
of it reads as follows: 


1. Since renegotiation proceedings have now 
been conducted over a considerable period of 
time, it is to be expected that many companies, 
particularly those which have completed rene- 
gotiation proceedings for a prior year, will be in 
a position to make reasonable provision for re- 
negotiation refunds in their current financial 
statements, in accordance with the long recog- 
nized accounting principle that provision should 
be made in financial statements for all liabilities 
that can be reasonably estimated. 

2. Where such provision is made, there 
should be disclosure in the financial statements 
by footnote or otherwise, of the basis upon 
which it is made. It is recognized that by 
reason of changed conditions, a settlement 
made in the preceding year may not, in some 
cases, be indicative of the amount refundable 
in respect of the current year, and the pro- 
vision made should take account of this pos- 
sibility. If, however, the provision is ma- 
terially less than the amount which would be 
indicated on the basis of a prior year’s settle- 
ment, the reasons therefor and the approximate 
effect of the difference upon the net income 
were a refund required on the same basis for 
the current year should be stated, except as 
hereinafter provided. 

3. Where a provision is not made, a state- 
ment to that effect should be set forth in a foot- 
note, together with appropriate disclosure of 
the reasons therefor and of the company’s re- 
negotiation status. If a settlement has been ef- 
fected for a prior year, such disclosure should, 
except as hereinafter provided, include a state- 
ment of the approximate effect upon the net 
income were a refund required on the same 
basis for the current year. 

4. The information required under para- 
gtaphs (2) and (3) above in respect of the 
effect of applying the basis of a prior year’s 
settlement to the current year, may be omitted 
if there is substantial reason to believe that 
misleading inferences might be drawn _there- 
from. In such cases, however, a statement 
should be made why the basis used for the 
prior year is not applicable to the current year. 

5. Provision for renegotiation refunds should 
be included in the balance-sheet as a current 
liability. In the income statement such provi- 
sion should preferably be made as a deduction 
from sales, with the income and excess-profits 
tax and postwar refund computed accordingly. 
However, because of the interrelation between 
renegotiation refunds and income and excess- 
profits taxes, the provision may be set forth in 
the financial statements in conjunction with the 
Ptovision for taxes, either as separate items or 
as a combined amount. 

6. If the renegotiation refund required to be 
paid for any year is different from the provision 
made therefor in the financial statements orig- 
inally issued for such year, the difference should 
be included in the current income statement un- 
less such inclusion would result in distortion, 
in which event the adjustment may be made 
through earned surplus. Where earned sur- 
plus is thus charged or credited the reported 
tesults of the preceding year should be appro- 
Ptiately revised. The committee believes that 
this can best be done by presenting a revised in- 
come statement for the prior year, either in con- 
Junction with the current year’s financial state- 
ments or otherwise, and it urges that this pro- 
cedure be followed. 
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There was considerable discussion be- 
fore the bulletin was issued because the 
question was raised whether renegotiat- 
ing officers might not be too much influ- 
enced by the provision that a company 
might make in its financial statements 
and say to, themselves, ‘“This is the min- 
imum that the company expects to pay 
and we raise the amount from here on.” 
But after weighing the pros and cons, 
the conviction of the committe was that 
the weight was in favor of making pro- 
vision wherever it could be reasonably 
done. It will be noted that the bulletin 
is elastic to the extent that any company 
that has good reason to feel that last 
year’s pattern is not controlling for the 
current year may act accordingly in deal- 
ing with the matter in the latter year. 
In a broad way stockholders are entitled 
to know what the directors know about 
such a situation as renegotiation. This 
will be the case if any are informed what 
the approximate result would be for the 
current year, if the same basis of re- 
negotiation be applied as for the pre- 
vious year, and why, if it be the case, 
the basis of the prior year’s settlement 
is not believed to be applicable to the cur- 
rent year. Giving such information to 
stockholders does not place a company 
at any disadvantage with the renegotia- 
tion boards as they can readily compute 
what the result will be for the current 
year if they apply the same measure and 
treatment that they did the year before. 

Assume the case of a concern that is 
engaged practically a hundred per cent. 
in war work. It has done very well. It 
has been well managed and produced 
substantial profits on the production that 
it effected under its contracts. It had a 
renegotiation settlement for 1942 with 
which its directors were not at all sat- 
isfied. They have concluded that for 
1943 they are going to try to start de 
novo on the renegotiation proceeding. 
They are perfectly willing to set up a pro- 
vision for such amount as they consider 
a reasonable refund for 1943, but it is 
not as large as the amount that would be 
payable on the same basis as had been 
refunded for 1942. 

Such amount is set up in the 1943 
financial statements, and a note is ap- 
pended to the statements, explaining that 
the directors have set up such provision 
as seemed to them reasonable in all the 
circumstances for the current year; that 
the amount thereof is not as large as if it 
were on the same basis as the refund for 
1942; that they did not believe that the 
1942 settlement had taken account of 
all the factors that should have been 
weighed in reaching that settlement; 
that if, however, a settlement were to be 
made for 1943 on the same basis as for 
the prior year, the stated earnings would 
be reduced by a given number of dollars 

That would be a disclosure that gives 
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the stockholder a fair picture of the sit- 
uation. He can look at it from the most 
pessimistic angle, if he wishes, and say, 
“Well, they're not going to get away 
with anything less than they did last 
year,’ or he may take the position of 
the optimist and say, “I think they prob- 
ably ought to do better in their renego- 
tiation this year.’’ But, certainly, he has 
been put in possession of a reasonable 
amount of information and in compara- 
tively few figures. 

Obviously the question is one of using 
the best judgment in the circumstances 
and trying to give the stockholder in 
broad outline the most informing pic- 
ture possible, without going into unnec- 
essary detail or minutiae. 


TERMINATED WAR CONTRACTS 


Another subject that is becoming very 
live, and will become still more so as 
time goes on, is the termination of war 
contracts. Naturally, contractors are 
much concerned about it, and a great 
deal of counseling about it is already 
going on. The recent promulgation of 
the Baruch-Hancock uniform termina- 
tion clause and the related statement 
regarding cost determination, etc., is en- 
couraging as an indication that intelli- 
gent thought and experienced judgment 
are being brought to bear on the prob- 
lem. 

Terminated contracts produce the 
problem of the presentation of claims. 
This in turn involves the selection of 
the alternative of either the inventory 
method or the over-all cost method as 
the basis of the claim. Space, unfortu- 
nately, does not permit of our going into 
details. 

It is important that when contracts 
are terminated, the contractor-company 
exercise a great deal of judgment in de- 
termining just how the uncompleted 
portions of the contract, the terms re- 
lating to it, the work in process and so 
on, shall be dealt with, both from the 
balance sheet standpoint and the income 
statement. Claims in respect of termi- 
nated contracts should not usually be 
merged with receivables and inventories 
relating to contracts in force. 

Obviously, it is a situation where con- 
servatism is in order, that is, that profits 
be taken up on the uncompleted portion 
of a terminated contract in only the most 
modest and safe way. In other words, to 
struggle and hope for the best, but to 
play safe in the accounts. 


War TIME TAXES 


Income and excess profits taxes natu- 
rally bring a great many headaches with 
them in wartime. One question seems im- 
portant in an era of very high taxes, 
which was not so vital when the tax on 
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corporate profits was only, say, 12.5 per 
cent., that is, the relating of taxes to op- 
erating income, and of relating the ap- 
plicable tax or tax reduction to those 
extraordinary or non-receiving items 
that may go to surplus, either debit or 
credit, or which may be shown as extra- 
ordinary additions or deductions after 
the net operating income of the year has 
been shown in the income statement. 

It seems desirable that the provision 
for income taxes (including therein ex- 
cess profits taxes) in the income state- 
ment should, so far as practicable, have 
a fair relationship to the operating earn- 
ings shown therein. Further, if there 
are special items that are dealt with af- 
ter that point in the income statement, 
or which are dealt with directly through 
the surplus account, the income tax re- 
lating to such special items as are credits, 
and the tax reduction relating to such 
special items as are debits, should pref- 
erably be applied to the special items 
rather than be permitted to distort the 
relationship between current operating 
income and the tax provision set up in 
respect thereof. 

Some concerns have raised the ques- 
tion whether, even though they are en- 
titled to a deduction for amortization of 
war facilities, it is necessary to charge 
off any more than normal depreciation in 
the accounts and in the statements pre- 
sented to their stockholders. 

Industrial companies generally are 
setting up the full amount of amortiza- 
tion allowances as a charge against in- 
come in their accounts and in their state- 
ments to stockholders. In the case of 
some public utilities the question has 
been raised whether, even though an ad- 
ditional power plant which is being con- 
structed during the war period is en- 
titled to treatment as a war facility and 
consequently is allowed a 20 per cent. 
rate of amortization in the tax return, 
any more than a normal rate of deprecia- 
tion need be charged in the income state- 
ment, since it is expected that the plant 
will be used after the war in carrying on 
the utility’s peace time operations. 

That is a question that cannot be de- 
cided in broad principle alone. The facts 
in each particular instance have got to 
be considered. But the burden is on 
whoever is claiming amortization in the 
tax return and setting up only normal 
depreciation in the accounts or books, 
and in statements to stockholders, to 
justify whatever course is followed. In 
substance, the company would in such a 
case be borrowing from the future, be- 
cause the depreciation now being taken 
above the normal, through the amortiza- 
tion provision, is going to mean, in a few 
years, that there will be no depreciation 
deductible in respect of that facility in 
the tax returns of later years, and there- 
fore a present tax benefit is being ob- 
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tained at the expense of paying more 
taxes in the future. 

The question of war reserves is one 
that arises in connection with taxes. The 
American Institute of Accountants is- 
sued a bulletin on that subject in the 
early part of 1942. Among other things 
it urged consideration by the Govern- 
ment of allowances in the tax returns for 
war reserves, where they could be shown 
as reasonably required. 

Such reserves would apply in the 
much discussed reconversion of plants, 
for example, those of the automobile 
companies, to peace time use. Thus far, 
the Treasury has not shown itself re- 
ceptive to the suggestion. The Research 
Division of the Treasury has been study- 
ing the question and its representatives 
have had conferences with various peo- 
ple. They have conferred with the 
American Institute of Accountants, and 
I assume have also conferred with the 
Controllers Institute. 

However, Mr. Randolph E. Paul, the 
Treasury's adviser in tax matters, has ex- 
pressed great doubt as to being able to 
find any workable formula. It would 
seem that it should not be too difficult to 
work out some procedure such as, for in- 
stance, allowing a concern to take a de- 
duction for a war reserve on the condi- 
tion that it invest the amount so withheld 
from taxation in non-interest bearing 
Government securities during the period 
the reserve is not usable, and that, when 
it develops after the war whether or not 
the reserve is actually needed, an adjust- 
ment be made that would be retroactive 
to the year or years in which the un- 
needed reserved was claimed. How- 
ever, that suggestion, which has been 
made on occasion has not yet found re- 
ceptivity, although the Finance Commit- 
tee of the Senate seems to have been 
rather impressed with the need for recog- 
nizing such reserves. 

Mr. Alfred P. Sloan, Chairman of the 
General Motors Corporation, has been 
emphasizing it in his addresses in the 
last year, but his voice has apparently not 
yet fallen on receptive ears. 

Accelerated depreciation is another de- 
velopment arising out of war conditions 
and affecting taxes. So far as my ob- 
servation has gone, I doubt whether the 
majority of companies will get much of 
an allowance for accelerated deprecia- 
tion in respect of those plants which they 
already had when the war broke out be- 
cause the studies made under Treasury 
Decision 4422 have indicated that by 
and large industrial companies have set 
up depreciation reserves on reasonably 
liberal bases, and consequently acceler- 
ated depreciation does not seem, to the 
Treasury at least, to be justified in many 
cases. It will call for strong proof when 
accelerated depreciation is claimed. 

Another problem that arises in con- 


nection with taxes is that of deferred 
maintenance. There has been much dis. 
cussion of this subject. It has varied 
according to the different fields in 
which the question has been considered, 
whether it be in the industrial field or 
among the public utilities or among the 
railroads. The railroads are, of course, 
public utilities, but I mention them sep- 
arately because they come under the jur- 
isdiction of the Interstate Commerce 
Commission whereas the other utilities 
come under other regulatory bodies. 

In the case of the railroads, the Inter- 
state Commerce Commission apparently 
has accepted the idea that it is a real sit- 
uation; that the railroads have not been 
able, for various reasons, including limi- 
tations of labor supply and inability to 
get various materials, to keep up their 
maintenance in normal measure. The 
Commission has modified its uniform 
system of accounts for railroads to recog- 
nize the propriety of setting up reserves 
for deferred maintenance. This is an- 
other matter concerning which we 
haven't time to go into details, but, stated 
briefly, the problem is one of being able 
to work out a satisfactory way of com- 
puting the deferred maintenance. As- 
suming that a satisfactory way of com- 
puting deferred maintenance is worked 
out, the problem will arise in the post 
war period of distinguishing between 
expenditures for normal maintenance 
arising out of the conditions of the post- 
war period, and the expenditures for 
making good the maintenance that 
should normally have been carried out 
during the war period but had to be de- 
ferred. 


FOREIGN SUBSIDIARIES 


Some forty odd years ago, when con- 
solidated statements began to be gen- 
erally used, because of the growing com- 
plexity of business enterprises and the 
increasing use of subsidiary companies, 
foreign subsidiaries were not regarded 
as being particularly different from do- 
mestic subsidiaries for consolidation put- 
poses. There was good reason for that 
view then, because the currencies of 
the mercantile nations of the world 
were on a stable basis; the pound in its 
relation to the dollar had to change only 
slightly before shipments of gold began 
to move in one direction or the other 
with a corrective effect, so that exchange 
rates moved within narrow limits; and 
there was no restriction on the with- 
drawal of profits earned by foreign sub- 
sidiaries so as to bring them to the coun- 
try where the parent company was lo- 
cated. 

Not only the war, but also develop- 
ments during the decade or so immediately 
preceding the war, radically changed the 
situation. For some years before 1939, 
currencies were blocked in a number of 
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countries and the movements of cur- 
rencies were much restricted. Currencies 
in different countries fell very much in 
value in comparison with such currencies 
as the dollar and the pound sterling. 

Even before we actually got into the 
war, the American Institute of Account- 
ants recognized that a situation had de- 
veloped which required reconsideration 
of the usual practice of including foreign 
subsidiaries in consolidated statements. 
Today few of our larger companies take 
into their consolidated statements the 
undistributed profits of foreign subsid- 
jaries except, possibly, such as are earned 
in countries situated like our own, e.g., 
Canada. Many companies are not tak- 
ing up in their consolidated statements 
the undistributed profits of subsidiaries 
in South America. 

If the amount of income stated on a 
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consolidated basis includes any foreign 
profits other than those actually received 
by way of dividends during the current 
year, a disclosure thereof is called for. 
Where the amounts of foreign profits, 
and of foreign assets and liabilities of 
foreign subsidiaries included in consoli- 
dated statements are substantial, supple- 
mental statements are frequently sub- 
mitted, setting forth in combined form 
the earnings and balance sheet position 
of the foreign subsidiaries. 

It is altogether likely that if the condi- 
tions had obtained forty or fifty years 
ago that obtain now with regard to re- 
lations between business in this country 
and business abroad, the practice of 
treating foreign subsidiaries in the same 
manner as domestic subsidiaries in pre- 
paring consolidated statements would 
not have arisen. 


Protection Through Postwar Reserves 


Excerpts from an address by O. N. Lindahl, 
Vice-President, Finance, Carnegie-Illinois Steel 
Corporation, Pittsburgh, as presented at the 
Twelfth Annual National Meeting of The 
Controllers Institute of America, in New York. 
Mr. Lindahl, a past President of The Institute, 
is chairman of its committee on Federal Tax- 
ation. 


The most effective way for industry to pre- 
pare for its great reconstruction and recon- 
version job is to create adequate reserves now 
for the postwar period. Merely setting up a 
reserve, however, is no cure-all. It must be 
backed up with cash or its equivalent. To 
safeguard the future of our businesses as much 
as we possibly can, I recommend the setting 
aside of the actual cash—ear-marked or trus- 
teed where necessary, for a specific reserve, 
so that it will be available when it is needed. 

In the present fiscal year, corporations are 
expected to provide about $15 billion in 
taxes, and to meet such payments, corpora- 
tions are now putting aside about 70 per cent. 
of their earnings, according to a recent an- 
nouncement by the Department of Commerce. 
It is the problem of the chief financial officer 
to make provision so that these tax demands, 
as well as others, can be met when due, and 
this means the establishment and maintenance 
of adequate reserves, so that such payments 
can be made without serious impairment of 
working capital. 

Funding of reserves for tax purposes is 
relatively common now, but it is not easy to 
the financial officer to establish and furnish 
other necessary reserves under our present high 
tax rates. Operating as we do under most 
unusual and difficult conditions, we should 
avoid overstatement of income by setting up 
specific reserves from current income to pro- 
Vide for expected losses from wartime opera- 
tions and to protect post-war income from 
such losses. These losses can arise from con- 
tract cancellations, renegotiation, the liquida- 
tion of inventories in process and in accounts 
teceivable. So far as contract termination is 
concerned, the September 9th issue of Iron 
Age stated that the Army has already can- 
celled over 5,000 contracts and the Navy over 


1,500 contracts, representing about four billion 
dollars worth of war supply business. 

The Renegotiation Law has been amended 
to permit an overall renegotiation of all war 
contracts rather than contract by contract, so 
it is possible to offset the losses sustained on 
one contract against excessive profits made on 
another contract. Yet renegotiation makes no 
provision for the losses on receivables that we 
may have to take from sub-contractors, or for 
the losses that will be experienced when we 
reconvert to normal peace-time activities and 
products. 

There is now a considerable amount of 
strong and determined agitation on the part 
of industrial leaders to obtain changes in the 
tax laws so that we can establish contingency 
reserves before we compute our taxes. This has 
been especially evident in the aircraft indus- 
try where plant investment is now 10 times 
what it was before the war. Francis A. Cal- 
lery of the Consolidated-Vultee Aircraft Cor- 
poration, who is representing six large air- 
craft corporations in Washington, has proposed 
that contract renegotiation be based on: (1) 
net after taxes; (2) that net be exempted up 
to 3 per cent. of sales; (3) that some pro- 
vision be made in the law for postwar transi- 
tion reserves, which would exempt from rene- 
gotiation, and (4) that changes be made in 
the contract termination provisions so_ that 
war contractors and their employees would 
have time to readjust themselves without finan- 
cial distress. 

Donald Nelson sometime ago asked indus- 
try to operate its plants 168 hours a week. 
Plants that are doing this are now encounter- 
ing the problems of accelerated depreciation 
and obsolescence sustained on facilities oper- 
ated in excess of normal. In order to determine 
true income during the war period, industry 
should be allowed to take deductions for such 
factors. Accelerated amortization is recognized 
in the present tax law, which permits five- 
year amortization of emergency facilities ac- 
quired since June 10, 1940, and completed 
prior to the end of the emergency period, but 
tax deductions are equally important for in- 
creased depreciation and obsolescence caused 
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by such factors as: (1) prolonged and inten- 
sive use of equipment beyond the rates used 
in calculating normal depreciation; (2) un- 
usual damage to equipment due to high rate 
of activity and the operation of less experi- 
enced personnel; (3) increased deterioration 
due to deferred repairs; (4) accelerated ob- 
solescence, and the like. Under Section 23 (d) 
of the Revenue Law, as now written, the 
Commissioner has the right generally to recog- 
nize these factors through depreciation allow- 
ances. 

In addition to the reserves needed to provide 
adequately in the postwar period for such 
factors as depreciation, deferred maintenance, 
depletion, inventory losses, reconversions, and 
anticipated charges against income as a result 
of contract renegotiation, there are also re- 
serves to be created which are more or less 
new and formerly not generally recognized, 
but for which we now find it necessary to 
provide. They include such things as separa- 
tion allowances, the cost of rehiring and re- 
training war veterans, and such future con- 
tingencies as pensions, accident and hospital 
expenses, and capital losses resulting from the 
dismantlement of marginal facilities now being 
operated as war measures. There will be other 
contingencies, as well as the very interesting 
subject of providing in one way or another the 
cash we may need to purchase any of the 
government-owned plants which are now being 
operated in the war effort. 

I realize very well that it is not going to 
be possible to set aside all the cash that we 
would like to have, and that we need to have, 
in order to establish and maintain these re- 
serves. After we pay our “out of pocket” ex- 
penses, our taxes, refund our excess profits 
to the Government and pay reasonable divi- 
dends to the owners of our businesses, there 
may be very little cash left to set aside in our 
reserve accounts. 

For this reason, I want to emphasize the 
importance of controlling and reducing costs 
now. Admittedly, production today is our first 
concern, with the result that managements, 
generally speaking, now seem to be far less 
cost-conscious than they were a few years ago. 
A thorough study and analysis of operating 
costs should be made now—with the object 
of taking steps to reduce them drastically. As 
I see it, it certainly is ill-advised to approve 
an expenditure simply because 80 per cent. of 
that expenditure will represent a saving in 
taxes. If that line of thinking controls policy, 
it should be changed immediately. 


“Postwar Considerations 
for Controllers” 


A special pamphlet covering important pa- 
pers on the above timely subject, as presented 
at The Twelfth Annual Meeting of The Con- 
trollers Institute of America, is now available 
at 50 cents per copy from The Institute's head- 
quarters: One East Forty-Second Street, New 
York, 17, New York. Please send remittance 
with your order. 

Other titles in the series of eight pamphlets 
(50 cents per copy, $3.00 for the series of eight 
booklets) are: “Postwar Reserves,” “War Con- 
tract Problems,’ “Corporate Financial State- 
ments; Federal Reports,’ “Federal Taxation 
and the National Debt,’ “Manpower Policies; 
Wage and Salary Stabilization,” “Pension Plans 
and Social Security,’ and ‘Controllership Prob- 
lems.” 








Federal Tax Refunds as a Source 
of Reconversion Funds 


By E. L. Spetnagel 


A knowledge of those provisions of the present tax law 
which may provide funds to assist in absorbing the costs of de- 
ferred maintenance, and other expenses attending the recon- 
version of business to post-war pursuits, is absolutely essential 
to the formulation of post-war plans and for determining 
whether special reserves must be provided out of current earn- 
ings. 

The Revenue Act of 1942 amended tht Internal Revenue 
Code to provide for the following potential sources of funds: 
1. Post-War Refunds. 

Code Section 780 was added to provide for a post-war refund of 
10% of excess profits tax. 

2. Carry-Back Provisions. 

Code Section 710 (c) was amended to provide for a 2 year carry- 
back of unused excess profits credits, whereas formerly only a 2 year 
carry-forward had been provided. 

Code Section 122 (b) was amended to provide for a 2 year carry- 
back of net operating losses, whereas formerly only a 2 year carry- 
forward had been provided. 

These changes made by the 1942 Revenue Act were made 
in lieu of allowing deductions for various post-war reserves 
which had been proposed and championed by many promi- 
nent groups. 

The pressure on Congress will unquestionably continue for 
provision in our tax law to permit deductions for tax purposes 
of special reserves intended to cushion the financial shock of 
post-war expenses. 

Every business man must find time to study his particular 
situation in the light of these and other important tax con- 
siderations. It is hoped that this approach to the subject and 
the material which follows will assist in further investigation 
into this vitally important problem. 


APPLICATION OF CARRY-BACK AND CARRY-FORWARD 


Chart Showing Years to Which Unused Excess Profits Credits and/or 
Net Operating Losses May Be Carried Back or Carried Forward 
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Etc. Etc. 


COMMENTS 


This chart has been prepared to show for each year in which a net 
operating loss or unused excess profits credit arises, the years to which 
such credit or Joss shall be carried back or carried forward, and the 
exact order in which same are to be applied. 

1943 is the first year from which unused credits or losses may be car- 
ried back the full period of two years under the amendments added to 
Internal Revenue Code Section 122 and Section 710 (c). 

Application of 1943 credits or losses has been shown in bold italic 
to assist in locating same. 

1939 is the first year from which credits or losses may be carried 
forward, and 

1942 is the first year from which a carry-back may be taken and for 
that particular year the carry-back is limited to only one year since 
1941 is the first year affected by the carry-back provisions of the law. 


SOURCES OF CARRY-BACK AND CARRY-FORWARD 


Chart Showing for Each Tax Year the Year from Which Unused Excess 
Profits Credits and/or Net Operating Losses May Be 
Carried Back or Carried Forward 
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and order in which applied 
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COMMENTS 


This chart has been prepared to show the carry-back and carry-for- 
ward applicable for each tax year and the order of preference in which 
same are applied. 

Carry-back and carry-forward from the year 1943 has been shown in 
bold italic in order to show more clearly the application to the two 
preceding years and the two succeeding years and the order in which 
such carry-back and carry-forward is applied. 

1940 is the first tax year benefiting from a carry-forward and is lim- 
ited to only one year carry-forward from 1939. 

1941 is the first tax year benefiting from a carry-back. It will be 
noted that the tax year 1941 enjoys first preference with respect to 
carry-backs from both 1942 and 1943 as well as first preferences for a 
carry-forward from 1940 and a second preference for a carry-forward 
from 1939. 

1945 is the first tax year to which carry-backs and carry-forwards 
are applied in what may be regarded the regular preference order. 


CARRY-BACK OF NET OPERATING LOSS 
Exam ple Illustrating the O peration of the Carry-Back of Net O perating Loss 


ASSUMPTIONS’ 1. Taxpayer has no excess profits (excess profits credit 
exceeds income in all years). 
2. Taxpayer pays combined normal tax and surtax of 
40% of taxable income. 
3. Assume following income and taxes: 





Column 3 




















Colu mn 1 Column 2 i ‘Column Column 5 
Taxable Taxes Before Taxes 
Year Income Adjustment Refunds After 
Loss (40% x Col. 2) Adjustment 
1942 $ 500,000 $200,000 $200,000 . 
1943 500,000 200,000 200,000 — 
1944 1,500,000 — 
$ pcan 


Totals $ 500,000 














WHERE IS THE MONEY COMING FROM? 


For its postwar reconversion requirements, in- 
dustry will require a vast amount of funds. One 
important source, as Mr. Spetnagel indicates in 
the observations and the examples herewith, will 
be the carry-back and carry-forward provisions of 
the Revenue Act of 1942. The illustrations on 
these pages, which deserve most careful study on 
the part of every controller and financial officer, 
were presented by Mr. Spetnagel at the March 9 
meeting of the recently organized Toledo Control 
of The Controllers Institute. —THE EDITOR 
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COMMENTS 


Under the carry-back provisions of Section 122 of the Internal Rev- 


enue Code the 1944 net operating Joss of $1,500,000 may be applied 
as an offset first to 1942 income and secondly to 1943 income. 


This will result in refunds of $200,000 for 1942 and $200,000 for 


1943, completely offsetting tax previously paid on 1942 and 1943 in- 
comes. 

The balance of the unavailed of loss of $500,000 may be carried for- 
ward to offset income up to that amount for the years 1945 and 1946. 


CARRY-BACK OF UNUSED EXCESS PROFITS CREDIT 
Example Illustrating the Operation of the Carry-Back of Unused Excess Profits Credit 


ASSUMPTIONS 1. Taxpayer pays combined normal and surtax of 40% and excess prof- 


its tax of 90%. 


2. Assume following income and taxes (000 omitted from figures in 















































table). 
Column 1 ” Colunen 2 Wi Column 3 2 Column 4 Colu ws n5 ‘Col mn 6 Column 7 Column 8 Cols mn 9 Column 10 
—" i Taxes Tax Taxes 
Before Adjustment Adjustments As Adjusted 
Total Excess Taxable Excess Normal Refund Add'l. Excess Normal 
Year Net Profits Excess Profits & Excess Normal Profits & 
Income Credit Profits (90% x 4) Surtax Profits & Tax Surtax 
2-3 Tax Surtax 
"1942 ~——s#$1,500 $1,000 $ 500 $450 $400 $450 $200 $0 $ 600 
1943 1,500 1,000 500 450 400 450 200 aa 600 
1944 — 1,000 1,000 — — —— =e pear pee 
Totals $3,000 $3,000 $— $900 $800 $900 $400 $ — $1,200 
‘ Be ye COMMENTS 


Under the carry-back provisions of Section 710 (c) of the Internal 
Revenue Code, the 1944 unused excess profits credit of $1,000,000 may 
be carried back to the two preceeding years as an offset first to taxable 
excess profits in 1942 and secondly to excess profits in 1943. 

This will result in complete elimination of excess profits taxes of 
$450,000 each for 1942 and 1943, a total reduction for the two years of 
$900,000. 

The $900,000 reduction in excess profits taxes for 1942 and 1943 
will be offset to the extent of $400,000, by increased normal taxes and 


surtaxes for the same years, resulting from an increase in each year of 
$500,000 in the normal and surtax net income arising from similar re- 
ductions in excess profits net income. 

The net result of application of the carry-back provision in this ex- 
ample is a total refund of $500,000 for the two years 1942 and 1943. 

The reduction in total tax for the three years from $1,700,000 to 
$1,200,000 reduces the overall tax rate from 57% to the statutory rate 
of 40% for normal and surtax. 


CARRY-BACK AND CARRY-FORWARD OF NET OPERATING LOSS AND CARRY-FORWARD 
OF UNUSED EXCESS PROFITS CREDITS 



































ASSUMPTIONS 1. Taxpayer pays combined normal and surtax of 40% and excess prof- 
its tax of 90% for 1942 and 1943 and 95% for 1945 and 1946. 
2. The 10% post-war refund of excess profits tax is disregarded in this 
example. ; 
3. Assume following income or loss and excess profits credits (000 
omitted from figures in table). 
Column 1 Column 2 Column 3 Column 4 Column 5 folumn 6 Column 7 Column Column Column 10 
Taxes Tax Taxes 
Before Adjustment Adjustments As Adjusted 
Total Excess Taxable Excess Normal Excess Normal Excess Normal 
Year Net Profits Excess Profits & Profits x Profits & 
Income Credit Profits Tax Surtax Tax Surtax Tax Surtax 
1942 $2,000 $1,000 $1,000 $ 900 $ 400 $ 900 $400 $— $— 
1943 1,500 1,000 500 450 400 450 400 — — 
1944 5,500 1,000 6,500 — — — — — — 
1945 2,000 1,000 1,000 950 400 950 400 — — 
1946 3,500 1,000 2,500 2,375 400 1,900 800 475 1,200 
Totals $3,500 $5,000 $1,50 $4,675 $1,600 $4,200 4 








Under the carry-back and carry-forward provisions of Code Section 
122, the 1944 net operating loss of $5,500,000 may be carried back and 
applied as an offset to net income, first of 1942 and secondly of 1943. 
After utilizing $3,500,000 of the 1944 net operating loss to completely 
offset 1942 and 1943 earnings the balance of $2,000,000 may be car- 
tied forward to entirely offset 1945 earnings. 

The application of the 1944 operating loss to completely offset in- 
come of 1942, 1943 and 1945 will eliminate all taxes for these years, 
resulting in refunds for the three years totalling $3,500,000. The re- 
funds for each year appear in columns 7 and 8. 

The provisions of Code Section 710, permitting carry-back of un- 
used excess profits credit to the two preceeding years are not appli- 
cable in this example since the carry-back of net operating loss under 
Code Section 122, completely eliminated taxable income in 1942 and 
1943 - that carry-back of unused excess profits credits was not re- 
quired, 


COMMENTS 


$400 $475 $1,200 








The year 1946 with income of $3,500,000 would be subject to excess 
profits tax of $2,375,000 and normal and surtax of $400,000 before 
giving effect to the carry-forward of unused excess profits credits un- 
der Code Section 710. 

The year 1946 benefits from carry-forward of unused excess profits 
credits from both 1944 and 1945 since such credits have not already 
been utilized in other taxable years with prior preferences for such 
credits. It should be noted in this example that the taxpayer is unable 
to use the unused excess profits credits for 1942 and 1943. The in- 
crease of 1946 excess profits credit to $3,000,000 results in reducing 
1946 excess profits tax by $1,900,000 and increasing normal and sur- 
tax by $800,000. 

The net result of the tax adjustments for the five year period is a 
refund totalling $4,600,000, which reduces the overall tax rate on 
total net earnings of $3,500,000 from 179% to 48%. 
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CARRY-BACK OR NET OPERATING LOSSES AND UNUSED EXCESS PROFITS CREDITS ILLUSTRATING HOW 
MAY RESULT IN REFUNDS IN EXCESS OF SUCH LOSSES a 


ASSUMPTIONS 1. Taxpayer pays combined normal and surtax of 40% and excess 
profits tax of 90%. 
2. The 10% post-war refund of excess profits tax is disregarded in 


this example. 
3. Assume following income or losses and excess profits credits (000 
omitted from figures in table). 












































Column 1 Column 2 Column 3 Column 4 Column 5 Column 6° Column 7 Column 8 Column 9 Column 10 
Taxes Tax Taxes 
Before Adjustment Adjustments As Adjusted 
Total Excess Taxable Excess Norm 1 Exc J ; 3 ey 
Year Net Profits Excess Profits & " Profits va pas i 
we Income Credit Profits Tax Surtax Tax Surtax Tax Surtax 
1942 $10,000 $2,000 $8,000 $ 7,200 $ 800 $5,400 800 y 600 
1943 10,000 2,000 8,000 7,200 800 2,700 F 800 500 ry 
1944 4,000 2,000 6,000 ey poe pan pind or 600 
1945 1,000 2,000 3,006 — _ cna cee ie Bete 
Totals $15,000 $8,000 $7,000 $14,400 $1,600 "$8,100 x $1,600 $6,300 : $3 200 
COMMENTS ae mien al ae 


Under the carry-back provisions of Code Section 122, the net 1944 
net operating loss of $4,000,000 reduces 1942 income to $6,000,000, 
and the 1945 net operating loss of $1,000,000 reduces 1943 income to 


$9,000,000. 
Under the carry-back provisions of Code Section 710, the 1944 unused 


excess profits credit of $2,000,000 increases the 1942 credit to $4,000,- 
000 and the 1945 unused excess profits credit of $2,000,000 increases the 


1943 credit to $4,000,000. 
The net effect of the above carry-backs is to reduce taxable excess 


profits to $2,000,000 in 1942 and $5,000,000 in 1943 and to increase 
income subject to normal and surtax to $4,000,000 in both years. 

It is interesting to note that the 1942 net refund of $4,600,000 ex- 
ceeds the loss of $4,000,000 in 1944 (the year from which the carry- 


EXCERPTS FROM SENATE FINANCE COMMITTEE 
REPORT ON REVENUE BILL OF 1942 


Two-Y ear Carry-Back of Net Operating Losses and 
Unused Excess-Pro fits Credits 


The present law permits corporations to carry forward for 
2 years their net operating losses. It also allows the unused 
excess-profits credit to be carried forward for 2 years. These 
provisions obviously are of benefit only in periods of increas- 
ing business activities. Many corporations will suffer sub- 
stantially in periods of declining profits, especially at the close 
of a war economy in which their deductible expenses have 
been held down to a bare minimum by priorities, rationing, 
labor shortages, and other factors beyond the control of the 
taxpayer. For example, a corporation during the war years 
makes substantial profits which would be considerably re- 
duced if it could make the expenditures possible in a free econ- 
omy for maintenance, repair, and other deductible expenses. 
Upon the termination of the war, the materials and labor will 
once more be available, but the costs and expenses which 
would otherwise be taken against the wartime profits will fall 
into the years of lesser profits or of no profits, thereby result- 
ing in small or no tax benefit for the taxpayer. 

If the taxpayer would in any case be subject to excess-profits 
tax for every year of the cycle, no harm results from deduc- 
tions being taken in years other than those to which they 
should properly be attributable. This would be equally true if 
the taxpayer would in any case be subject only to the normal 
tax and surtax for each of the years in the cycle. If, however, 
the taxpayer is subject to excess-profits tax in the year to 
which the deduction should properly be attributable and not 
subject to excess-profits tax in the year in which the deduction 
is allowable under the present law, hardship results. The 
same is true if he is subject to normal tax and surtax in the 
former year and has a deficit in net income in the latter year. 

To afford relief to these hardship cases, where maintenance 
and upkeep expenses, must, because of wartime restrictions be 


backs were taken) and similarly the net refund for 1943 of $1, 
exceeds the 1945 loss of $1,000,000. This rather startling pt 
to the combined effect of carry-backs of both net operating losses and 
unused excess profits credits. To illustrate, carry-back to 1942 of the 
1944 loss of $4,000,000 reduces excess profits tax by $3,600,000 (90% 
of $4,000,000) and carry-back of the 1944 credit of $2,000 000 scale 
in a net tax refund of $1,000,000, arising from a transfer of $2 000,000 
from the 90% excess profits tax rate to the 40% normal and surtax 
-_ ——— of 50% of the full amount of the credit carried back 
The net result of the tax adjustments for the four ye iod i 

total refund of $6,500,000, which reduces the overall kacagl ngage. 
earnings of $15,000,000 from 107% to 63%. 


deferred to peacetime years, your committee has provided a 
2-year catry-back of operating losses and of unused excess- 
profits credit. This provision affords, in effect, the same type 
of relief in periods of declining profits which the present 
2-year carry-forward of operating losses and unused excess- 
profits credits affords in periods of increasing profits. 


EXCERPTS FROM SENATE FINANCE COMMITTEE 
REPORT ON REVENUE BILL OF 1942 


Post-War Credit 


_ Your committee bill provides a postwar credit for corpora- 
tions amount to 10 per cent. of their excess-profits tax. This 
provision is felt desirable in order to encourage efficient and 
economical corporate management under the stress of wat 
economy and to provide a fund that will be available for the 
conversion of production facilities after the war to peacetime 
demands. Under this provision, corporations will pay the 
full excess-profits tax provided in the bill. Ten per cent. of 
this amount constituting the postwar credit will be credited 
to the taxpayer's account and it will be given bonds payable 
after the war in the following manner: 

Calendar year (beginning after 
cessation of hostilities) on last 
day of which bonds mature 
Bonds purchased with the credit for any taxable year begin- 
ning: 


Within the calendar year 1942.............. Second 
Within the calendar year 1943.............. Third 
Within the calendar year 1944.............. Fourth 
After December 31, 1944........0....000c00% Fifth 


These bonds will be issued under the authority of and subject 
to the provisions of the Second Liberty Bond Act, as amended. 
They will bear no interest, be nonnegotiable and may not be 
transferred by assignment, pledge, or otherwise. 

Thus, under this provision corporations will pay the full 
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excess-profits tax but will have 10 per cent. of such tax re- 
funded to them after the war. In the meantime, the Govern- 
ment will have the use of this money, interest free. 


EXCERPTS FROM SENATE FINANCE COMMITTEE 
REPORT ON REVENUE BILL OF 1942 


Credit for Debt Retirement 


The postwar credit so determined is available curfently for 
retirement of the taxpayer’s indebtedness. Thus, those tax- 
payers with heavy tax commitments may use their postwar 
credit currently rather than wait until the termination of the 


war to meet such commitments. Relief granted is limited to 
40 per cent. of the amounts paid in debt retirement and in no 
case may exceed the amount of the postwar credit for the tax- 
able year. 

For example, a corporation has an excess-profits tax of 
$900,000. It is entitled to a postwar credit of $90,000. If 
it retires a principal amount of indebtedness of $100,000 dur- 
ing the taxable year, the postwar credit is reduced to $50,000, 
the taxpayer being allowed a credit for 40 per cent. of the 
$100,000, or $40,000, currently. In effect, its excess-profits 
tax would be reduced from $900,000 to $860,000 and its post- 
war credit would be reduced from $90,000 to $50,000. 





“Highlight” Summary of New 
Tax Law Changes 


Although the new tax law is highly 
complicated, it does not do very much 
basically. Nevertheless, there were three 
hundred and eleven amendments which 
the joint Congressional committee had to 
consider separately and pass on or reject 
or adopt or amend, one way or another. 
Consequently, all I can do is to “hit the 
high spots,” by way of index, and I am 
going to do that just as simply as I may 
without even reference to the section, in 
the hope that, although most have fol- 
lowed the course of this bill and many 
have read the committee reports, if I can 
index something that has not come to 
your attention, it will be worth while. 

First, I will take up the income tax 
imposed on individuals. The bill doesn’t 
change the rates. We have the same rates 
as we have in the present law. It doesn’t 
change the personal exemptions of the 
present law—the $500, $1200 and $350 
exemptions, respectively—except that it 
makes the status of an individual's per- 
sonal exemption determinable as of July 
Ist in the taxable year. 

In behest of some simplification in the 
bill, there has, after many years of dis- 
cussion of it, finally been eliminated from 
the bill, the credit for earned income. 
There is no longer any earned income 
credit permitted. 

A nuisance point in which the Govern- 
ment for years has been taking money out 
of one vest pocket and putting it into 
another is the allowance of a deduction 
for federal excise taxes which the indi- 
vidual may pay, consumer excise taxes, 
and it has always been difficult because 
they have been hard to keep track of — 
the ’phone bills and the safety box taxes 
and the club dues taxes and what not. 
There can be no more deduction for. them. 

There is a new chart in the bill for 
the short form of return for people who 
have less than $3000 of gross income, on 
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which, on automatic deductions and auto- 
matic exemptions for the particular status 
of the taxpayer, the short form can be 
filled out, and the rates are readily de- 
terminable without any great degree of 
computation. 

The new bill provides for a very sim- 
ple, finally simplified, Victory tax. It is 
a Victory tax on gross receipts except for 
individual businesses, where the net of 
the business is the gross take, at a rate 
of 3 per cent., and with one simple de- 
duction for everybody of $624 a year. 
There are none of the complexities that 
have hounded the Victory tax up to date. 

It may interest you to know that this 
bill eliminates some of the rather haz- 
ardous penalties for failure to declare 
properly the correct amount of income in 
our declarations to start current payments. 
The so-called penalty for under-declara- 
tion by at least 20 per cent., has been 
eliminated, provided the last September 
or December declaration was at least as 
large as the tax for 1942. In other words, 
if any taxpayer declares as much tax as 
he had in the previous year, then this 20 
per cent. limitation does not affect him. 
It is only the few people who do not 
declare even that much, who are still sub- 
ject technically to the 20 per cent. differ- 
entiation and the penalty which follows. 


There is an interesting section on back 
pay, which arises out of the situation 
where the War Labor Board and other 
agencies of the government are slow in 
determining some of the labor disputes 
and the wage disputes, and consequently 
there will be a large accrual of income to 
individuals, sometimes some months after 
the end of the year in which it was 
earned, and for which back pay is de- 
clared. Bear that in mind. Read that par- 
ticular section, because it affects you on 
the withholding end and the employee 
on the receiving end. 

The so-called “Marshall Field” deduc- 
tion, which I have never been able to 
make out as applicable to the particular 
things talked about, because I am quite 
sure that the publishing businesses talked 
about have been properly incorporated 
and do not provide Mr. Field with any 
personal deductions anyway, affects the 
race-horse-stable, the dog-racing-stable 
type of business, which individuals con- 
duct, and proceed to offset their ordinary 
income with loss deductions. After con- 
siderable up-and-down fight, they finally 
decided that if a side business of that 
kind had been losing money for five 
years in a row, then, thereafter, only 
$50,000 per year could be deducted for 
such business. 











FEW BASIC TAX CHANGES 


The tax bill which was recently passed by Congress over President 
Roosevelt’s veto contains many points of interest to corporate con- 
trollers and financial officers. In this ““index of high spots,’’ Mr. Mac- 

| Dowell surveys the various changes. He is head of the tax department 

| of Standard Oil Company (New Jersey) and presented this summary 
as the opening speaker at the February 10 tax forum of the New York 
City Control of The Controllers Institute. 
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The bill provides, of course, for most 
of the revenue that it will get, out of in- 
creases in excise taxes. 

If you are interested in clients that 
have set up discretionary trusts of various 
kinds and transferred property in trust 
and paid a gift tax on that, on the trans- 
fer to the trustee, don’t fail to read the 
discretionary trust amendments to the 
gift tax, which are in this bill. 


CORPORATE TAX CHANGES 


As to those things which interest us 
most, the tax affecting corporate income, 
the only change in the rate is that it leaves 
the 40 per cent. rate for normal and sur- 
taxes and the 2 per cent. penalty rate for 
the privilege of filing consolidated re- 
turns, but it does increase the excess prof- 
its tax rate from 90 to 95 per cent. 

There is no change in the credit for 
those taxpayers reporting their excess 
profits on the earnings basis, but for those 
using capital credit, there is a change 
which is quite significant, I imagine, for 
a large number of companies, because 
from capital credit from zero to $5,000,- 
000, the old 8 per cent. rate for that seg- 
ment still persists; then, you will remem- 
ber, it used to be 7 per cent. from five 
to ten million, 6 per cent. from ten to 
two hundred million, and 5 per cent. on 
everything over two hundred million, and 
in that 6 per cent. group from ten to 
two hundred million, a great many busi- 
nesses fell. 

Now, the new credit provisions are 8 
per cent. on the first five million, 6 per 
cent. on the second five million, or from 
five to ten million, and then immediately 
at ten million, it drops to 5 per cent., so 
that everything over ten million in equity 
capital bears only a 5 per cent. credit. 

There is a basic change and an elimi- 
nation, I call it, of a nuisance which 
finally has caught up with this bill, in 
which any extension of time agreed on 
between the taxpayer and the Commission 
automatically carries with it not only the 
ability on the part of the Commissioner 
to make an assessment in the extended 
period, but also the ability on the part of 
the taxpayer to file refund claims, or 
credit claims, with respect to that par- 
ticular year. There are limitations, of 
course, on the amounts paid, but auto- 
matically a case now held open on waiver, 
so to speak, is open on both sides, and 
the taxpayer does not have to look to his 
guns to protect his separate time running 
on refund. 


CONCERNING “LIFO” 


Those of you who are interested in 
last-in-first-out inventory and in this par- 
ticular election which permits a taxpayer, 
if, at the time he files his return for any 
year, to make an election that he would 
like to replace decimated inventories with 
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costs of replacement goods, if made with- 
in three years after the war, has been 
pushed back to the year 1941. Originally, 
it applied only to 1942, but now it is 
possible to replace and recost inventories 
at replacement costs for the year 1941. 

Everybody and his little brother have 
been talking. for years about eliminating 
the nuisance of the capital stock tax and 
the declared value excess profits tax. As 
to this nuisance pincher that has been 
hounding us and forcing us into a guess- 
ing game for so long—Congress wants to 
get rid of it, the Treasury Department 
recommends that it go, the Administra- 
tion doesn’t like it, the taxpayer doesn’t 
like it; nobody seems to like it except the 
Collector's office, so it stays! 

However, Congress did do this: It said, 
“You fellows who are guessing at your 
capital stock tax value in July, certainly 
have a tough time figuring out your cap- 
ital transactions between then and the 
rest of the year so as to find out how 
much income you've got to insure against 
or to protect.” 

Consequently this bill has a section in 
it providing that net long-term capital 
gains and losses are to be eliminated from 
the basis for the determination of the 
declared value excess profits tax. That is 
a step in the right direction. It takes 
out some of the most troublesome and 
unknown type of income for which we 
have had to guess a protective figure. 


DEPLETION EXTENSIONS 


There are extensions in this bill of 
depletion coverage, percentage depletion 
coverage, primarily to strategic minerals 
necessary for the war, some at 15, some 
at 23 per cent. 

There are some new reorganization 
provisions under Section 112, which will 
be particularly important to certain types 
of businesses. One concerns orders of the 
Federal Communications Commission, 
where reorganizations or breakdowns of 
communications, radio chains, are re- 
quired by the orders of that Commission. 
They are very much the same as we now 
have them under the SEC orders, and can 
be consummated tax-free, or exchanges of 
securities by stockholders can be consum- 
mated tax-free in such reorganizations. 
There are other important changes, tech- 
nical, but very important, where they 
apply under Section 112. 

There is a very important amendment— 
Amendment 213, if you want to spot it 
in the committee report—of Section 3807 
of the Code, which is the first effort on 
the part of the government to meet up 
with this terrific situation that you and I 
have begun to struggle with. 

We have carry-backs and carry-for- 
wards of net operating losses. We have 
carry-backs and carry-forwards of excess 
profits credit. We have adjustments of in- 
ventories by replacement values. We have 


this and that. We have reorganizations 
which upset our basic income for prior 
years. No one knows when a tax year is 
respectably closed any more, and conse- 
quently you have deficiencies in one year 
and overpayments in another, that result 
out of those off-year adjustments, so to 
speak. 

The government now has opened up 
in this section a very liberal, it seems to 
me, provision, that from 1940 on, there 
is to be an automatic offsetting or open 
limitation period for all years so inter- 
locked. We all ought to study that care- 
fully from this angle: If we now do as 
we procedurally have done up to now, 
file claims for refund for a given year, 
we may unwittingly be limiting ourselves 
to the amount and the points claimed in 
the refund claim. 

Why not, under this section, leave the 
year open for automatic adjustment ?— 
because you are permitted to adjust this 
year as long as these other year adjust- 
ments affect it. I think the amendment to 
3807 is an extremely important develop- 
ment. It had to come, because we no 
longer are being taxed on a_ twelve. 
month basis; we are being taxed on at 
least a five-year tax span, and that is a 
very important change. 

Those who cut timber can now declare 
the timber cut even though it is not sold, 
and can take care of it in the tax return 
for the year on a capital basis. 

Those of you who have companies do- 
ing business abroad, which enjoy an ex- 
cess profits tax exemption by virtue of 
that fact, and have been forced to forego 
that exemption by having the company 
included in a consolidated return, are now 
taken care of by another administrative 
change in this bill which says, “If you 
want to take a company which, standing 
alone, would enjoy that exemption from 
excess profits, you may put it into con- 
solidation if you wish, but if you do so, 
you've got to put it in on both sides, both 
excess profits side and on the normal and 
surtax return. If you take it out, if you 
let it file its own separate return and 
thus enjoy the exemption, you've got to 
likewise take it out of both the excess 
profits tax return for consolidation and 
the income and surtax return.” That 1s 
probably very helpful in some cases. 

There ate special provisions that have 
been put in this bill to take care of war 
situations of natural resource industries, 
such as mining, timber and natural gas, 
whereby it is recognized that that type of 
company has had to produce much more 
rapidly of their dwindling resources be- 
cause of the war situation and conse- 
quently, if they can establish that differ- 
ential, or the excess of production and 
sales over a basic prewar period, that 
income of the excess sales can be elimi- 
nated from the base for excess profits 
taxes. : 

On the next four or five points, I just 
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call attention to them without any attempt 
to explain them; I want you to know that 
they are there. There are definitions of 
the section dealing with the ability of 
public utility companies to deduct pay- 
ments of preferred dividends, on pre- 
ferred stock, further clarifying and broad- 
ening them. 

There are further deductions of con- 
tributions allowed corporations as well 
as individuals for such contributions in 
the case of veterans’ rehabilitation asso- 
ciations and veterans’ associations them- 
selves, provided they are non-profit. 

There are reorganizations in bank- 
ruptcy under 112-L, and the correspond- 
ing section, 113, on basis. 

There is a new definition for gross in- 
come from mining properties which al- 
lows the income for purposes of percent- 
age depletion to go right up almost to 
the loading of the car. 

Section 128, which we have all been 
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concerned about—as Section 115 in the 
House Bill it said if you buy another 
company in order to acquire some capital 
protection for excess profits tax, or if 
you do anything in avoidance of taxation, 
the Commissioner, with practically no 
time limitation, could take it all away 
from you by disallowances—has been re- 
duced to those particular situations which 
Congress had in mind, and it is hedged 
about with committee explanation which 
gives us what the Congressional mind 
was at the time it was passed, and I don’t 
think it is as bad as we first thought it 
was going to be. 

Those of you who have foreign tax 
credits, be very careful to look for the 
technical amendments of Section 131, 
which clarify now the ability, first, to 
take those credits against the normal and 
surtax, and then the full balance in a 
separate limitation computation against 
the excess profits tax as well. It was a 
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mistake in the 1942 law which has been 
amended. 

With these sentence indices of a num- 
ber of things that are in this bill, I be- 
lieve I have indicated to you the nature 
of the law. There are not very many fun- 
damental changes, but there were gotten 
in here many helpful and sensible admin- 
istrative suggestions that have been wait- 
ing for a long time to get in. 

In conclusion of this résumé of the bill, 
there is the renegotiation of contracts. 
The principal points are that it is limited 
to the year 1944 or a six-month curtail- 
ment or extension by the President, an 
appeal to the U. S. Tax Court on those 
cases that have not voluntarily been 
closed, and a very clear definition of sub- 
contractors and normal materials which 
brings practically everybody on the band- 
wagon. And, finally, the bill freezes for 
another year the Social Security tax at 
1 and 1 for employer and employee. 





Program highlights for the Seventh Midwestern Con- 


St. Louis Conference, May 1-2, to Analyze 
Reconversion and Postwar Problems 


Speaker: DR. N. R. WHITNEY, Economist, The Procter & Gam- 





trollers’ Conference, sponsored by the St. Louis Control 
of The Controllers Institute of America, in the Hotel Jef- 
ferson, St. Louis, on May 1 and 2,—following a reception 
on Sunday, April 30—were announced late in March by 
Program Chairman A. H. Schettler, Comptroller, of Union 
Electric Company of Missouri. Full details will be sent to 
members of The Institute shortly. The details, at the time 
THE CONTROLLER for April went to press, include the 
following: 


Monday Morning 
Theme: ‘Postwar Labor Problems” 
Chairman: O. J. Gurwell, President, Detroit Control of The In- 
stitute, and Controller of Thompson Products, Inc., Detroit. 
Speaker: F. W. RISING, General Manager, Automotive and 
Aviation Parts Manufacturers, Inc., Detroit, Michigan. 
Mr. Rising will discuss labor problems from the standpoint of 
business men, particularly with reference to stabilization. 
There will be two additional speakers on other aspects of this 
theme. Their names will be announced shortly. 


Monday Luncheon 
Chairman: James E. Roantree, President, St. Louis Control, and 
General Comptroller of Anheuser-Busch, Inc. 
Speaker: MAYOR A. P. KAUFMANN of St. Louis will extend 
welcome to the delegates and their guests. 
Speaker: STUART CHASE, Economist and Author. 
Mr. Chase’s recent studies on the postwar problems of the United 
States, published by The Twentieth Century Fund, have been widely 
discussed and will form the basis of his luncheon address. 


Monday Afternoon 
Theme: “Reconversion and Postwar Financial and Economic 
Problems.” 
Chairman: Kelly Y. Siddall, President, Cincinnati Control, and 
Controller of The Procter & Gamble Company, Cincinnati. 
Speaker: LOUIS M. NICHOLS, Chairman, Committee on Post- 
war Controllership Problems of The Institute. 
Subject: ‘““Reconversion Problems.” 
Speaker: J. W. McAFEE, President, Union Electric Company of 
Missouri. 
Subject: ‘Postwar Planning by Private Enterprise.” 


ble Company, Cincinnati. 
Subject: “The Role of Government in a Private Enter- 
prise Economy.” 
Another paper will be presented at the Monday afternoon session, 
on the financial situation, by a prominent banker. 


Monday Night—Conference Banquet 
Chairman: John C. Naylor, President, Controllers Institute of 
America, and Vice-President and Controller of Pet Milk Co. 
A speaker of national rank is to be announced shortly by the 
Program Committee. 


Tuesday Morning 
Theme: “War Contract Terminations and Renegotiation.”’ 
Chairman: L. D. McDonald, Vice-President, The Warner & 
Swasey Co., Cleveland. 
Speaker: C. E. JARCHOW, Vice-President and Controller, In- 
ternational Harvester Company, Chicago. 
Subject: ‘Practical Aspects of Terminations.” 
Speaker: COMMANDER EDWIN H. WAGNER, Jr., U.S.N. 
Member and Executive Officer of the Navy Department's 
Price Adjustment Board, New York City. 
Subject: “Current Problems and Effect of Recent Legisla- 
tion on Contract Renegotiations.”’ 
Two additional papers, on accounting and other problems in con- 
nection with contract terminations, will be presented at this morn- 
img Session. 


Tuesday Luncheon 
Chairman: John A. Donaldson, Controller, Butler Brothers, Chi- 
cago, and Past President of The Institute. 
Speaker: WILLARD CHEVALIER, Publisher, “Business Week.” 


Tuesday Afternoon 
Theme: ‘Federal Income Taxes and Retirement Plans.’’ 
Speaker: J. A. PHILLIPS, J. A. Phillips Co., Certified Public 
Accountants, Houston, Texas, and Vice-President, American 
Institute of Accountants. 
Subject: ‘Present and Future Federal Taxes.” 
Mr. Phillips will discuss recent tax changes and project a pro- 
gram of postwar taxation. 
Speaker: E. H. MCDERMOTT, of McDermott, Will & Emery, 
Chicago. 
Subject: “Pension Plans and Retirement Trusts.” 


Controllers are requested to make reservations promptly, 


particularly for the luncheon and dinner meetings. Rail- 
road and hotel arrangements should be made early. 

















The Controllers Contribution 
to Business Leadership 


As I visit the various Controls of The 
Controllers Institute of America, I am 
very proud to be a member of this organi- 
zation. I have been impressed by the 
work which has been done in the local 
Controls and I am confident that the Na- 
tional Committees, guided by headquar- 
ters, are doing a splendid job in the for- 
mulation of policies and establishing of 
contacts with Governmental bureaus. I 
should like to dwell at some length upon 
the progress of The Institute during the 
past few months; the new Controls which 
have been formed, and of the various 
activities which have been carried on by 
the Board of Directors and the National 
Committees. 

It seems to me that we should seriously 
consider the challenge which is being 
given to all controllers at the present time. 
It is not sufficient that we merely earn 
our living by doing our own tasks and 
qualifying ourselves in a technical way 
to improve our worth. Never in the his- 
tory of our country has there been such a 
crying need for leadership, and I want 
to discuss what I consider might well be 
the controller's contribution to business 
leadership. 

If the country ever needed leadership, 
it needs it at this time. If there was ever 
a time when an opportunity existed for 
controllers to assume responsibilities and 
make a substantial contribution to civili- 
zation, now is the time. 

AN ENLIGHTENED SELFISHNESS 

As. Past President McCobb pointed out 
in one of his talks last year, the postwar 
world is not going to come out like a 
ribbon and lie flat on the brush. The 
solution of our problems is going to 
need all the good will and good sense 
we can scrape together. If we, as citizens 
in Our own country and as nationalists in 
a war-torn world, must be selfish, let it 
be an enlightened selfishness. Our de- 
mocracy is at stake; our business enter- 
prise is at stake; in fact, even our jobs 
are at stake. 

As members of the Controllers Insti- 
tute, we, of course, want to get out of it 
all that we possibly can. At times we are 
probably justified in more or less mod- 
estly blowing our own horn, but the time 
comes when we must consider seriously 
what we can contribute over and above 
what we get out of it. Any person knows 
that the more he puts into this work, or 


By John C. Naylor 


any other work, the more he will get out 
of it, but too many people limit their par- 
ticipation only to the problems that are to 
their own selfish interests and then results 
must be in immediate sight. Somebody 
must do a little more than that. Leaders 
must think not only of the advantages of 
today, but also of the trend of tomorrow. 
They must be willing to give time and 
thought and money far beyond their im- 
mediate personal gain in money or in 
honor to further the interests of The In- 
stitute, and it is to that group of volun- 
teers that I am addressing these observa- 
tions. 

No better example of this attitude can 
be found than in the case of the early 
officers and directors of this Institute. 
These men have contributed a full and 
generous share of their ability and effort, 
have shown the attitude of serving above 
self, and have made an all-out effort to 
start our Institute off with a long-range 
program sufficient to insure its continued 
success. Historically, therefore, we have 
a splendid background. 

These men may never reap a financial 
reward commensurate with the time and 
effort expended, but money cannot buy 
the satisfaction which will come to them, 
over and over again, as they reminisce 
their early trials and tribulations, and 
their success in overcoming them, in the 
early days of our Institute. 

I am not going to single out any of 
these men I wish to bring out, however, 
the overall contribution these men have 
made to The Institute, and by Institute I 
mean all of us—you, and me, and every 
other member. And the good has not been 
confined to members only. It has ex- 
tended into the innermost recesses and 
farthest corners of our economic and busi- 
ness world. 

Now how can this business leadership 
be supplied ? This leadership may be sup- 
plied primarily in two ways: First, by 
recruiting from the ranks of our business 
men, leaders who are willing to give of 


their time and effort; and, second, the 
education of the younger generation to 
take over some of these tasks. The more 
I learn of our Institute, and the more | 
visit the different local Controls and con- 
tact their members, the more I feel that 
controllers, as a group, are particularly 
qualified to do this very important job 
of citizenship. I say this because of the 
very peculiar economic and social circum- 
stances existing at the present time. 


A WorLbD WITHOUT BALANCE 


Day by day we view with great pride 
the tremendous strides which have been 
made in scientific events and the prodi- 
gious amount of production which has 
been made possible during the war pe- 
riod, but we cannot help from being ter- 
rified at the great unbalance between these 
scientific events and social control. As was 
pointed out recently by Dr. William Pear- 
son Tolley, Chancellor of Syracuse Uni- 
versity, we have a world of twentieth cen- 
tury technology and stone age interna- 
tional relations; a world of unlimited 
production and uncontrolled hatred and 
greed; a world of magnificent intellectual 
achievement and of catastrophic moral 
failure; a world of magic and of wonder 
endangered by ignorance of human te- 
lations and the art of government. Thus 
the instruments designed for freedom 
have become tools of the new barbarians, 
and, for all the promise of the new day, 
it may again be written, “Where there 1s 
no vision the people perish.” 

According to Dr. Tolley, there is a dire 
need for education of youth along broader 
lines of social endeavor. He lamented 
the spectacle of having professional 
schools turn out graduates from the med- 
ical colleges prepared for changes in med- 
ical treatment and surgery, but unpre- 
pared for the inevitable impact of so- 
cialized medicine, and unfamiliar with 
the phenomenal progress of industrial 

(Please turn to page 168) 





pany, of St. Louis. 





SHALL WE LIVE TO EARN, OR EARN TO LIVE? 


| That question is posed—and an answer is supplied—in this paper 
| presented by Mr. Naylor, President of The Controllers Institute of 

America, at a recent meeting of the Pittsburgh Control of The In- 
| stitute. Mr. Naylor is vice-president and controller of Pet Milk Com- 
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WAY! 



































Gapcets don’t necessarily mean an efh- 

cient check and payroll plan! 

If you want a payroll method that will— 
y pay 


Speed up the time it takes to write checks and 
get them to your employees 


Cut down the cost per check 


Cut down on bookkeeping — and help solve 
your manpower problem — 


Simply call your nearest Comptometer 
Co. representative and ask for details on 
the Comptometer Check-and-Payroll 
Plan. There’s no charge — and he’ll be 
happy to explain this quick and efficient 
method. Felt & Tarrant Manufacturing 
Company, 1734 North Paulina Street, 
Chicago 22, Ill. 


COMPTOMETER 


REG. U. S. PAT. OFF. 


. ADDING-CALCULATING MACHINES AND METHODS 


N.W. AYER & SON 
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Depletion Allowance 
and Drilling Cost 


Two points involving depletion allowance 
and cost of drilling oil wells were clarified on 
February 17 in an opinion by the tax court 
of the United States in the tax appeals of 
F. H. E. Oil Company (a dissolved corpora- 
tion) and Fleming-Kimbell Corporation, both 
Texas corporations with offices in Fort Worth. 

The Commissioner of Internal Revenue had 
determined deficiencies in income tax pay- 
ments for 1939 and 1940 of $7,103.40 and 
$10,353.06 against F. H. E. Oil Company, and 
of $8,717.18 and $5,677.44 against Fleming- 
Kimbell Corporation. 

During the taxable years involved the cor- 
porations were engaged in the oil business in 
Texas and acquired oil and gas leases. As 
part of the consideration therefor the com- 
panies agreed to drill oil wells on the leases. 
The companies sought to deduct from income 
in each of the taxable years the intangible 
drilling and development costs incurred in the 
drilling of nine wells on leases they had ac- 
quired. 

The tax court held that the cost of drilling 
these wells represented a part of the cost of 
the leases, as capital expenditures, and that 
they are not entitled to deduct drilling costs 
as ordinary and necessary business expense, 
but can recover such costs only through deple- 
tion allowance. 


Industrial Deaths Since Pearl Harbor 
Exceed Military Loss 


The Office of War Information classed acci- 
dents in war plants recently as “‘a major pro- 
duction and manpower problem’”’ as it reported 
that deaths and injuries on the job were caus- 
ing the loss of 270,000,000 man-days a year or 
the equivalent of the withdrawal of 900,000 
workers for a full year from the production 
lines. 

The seriousness of the problem, the OWI 
said, was further indicated by the following 
facts: 

Industrial casualties between Pearl Harbor 
and Jan. 1 of this year aggregated 37,600 
killed, or 7,500 more than the military dead, 
and 210,000 permanently disabled and 4,500,- 
000 temporarily disabled, or sixty times the 
number of military wounded and missing. 

Injuries account for four times as many lost 
man-hours as strikes, with 50,000 manufac- 
turing workers absent every day because of ac- 
cidents. 

Accidents cost employes $35 a year for every 
worker employed. 

The agency reported that manhours lost 
through accidents since Pearl Harbor would 
have been sufficient to build 7,500 average- 
sized merchant ships. 

On the brighter side of the picture, the OWI 
reported that deaths were only two-thirds as 
frequent per 100,000 workers in this war as 
in the last, and “the loss of life and limb 
would be incalculably worse if management, 
Government, labor, insurance companies and 
safety agencies had not been able to effect the 
most accelerated adoption of safety practices in 
industrial history.” 

The plants which have been most successful 
in reducing accident frequency are those in 
which management and labor, using Govern- 


ment-industry facilities, pool their resources 
to operate against both physical and psycho- 
logical factors which cause accidents, the OWI 
said. 


NOMA Conference in June 

The Executive Committee of the National 
Office Management Association has announced 
that the 1944 national conference of the or- 
ganization is scheduled to be held in New 
York at the Hotel New Yorker on June 5, 6 
and 7, 1944. Details as to program highlights 
will be released shortly. 


SEC Favors Depreciation Plans 
of Utility and Rail 
Commissioners 


Ganson Purcell, chairman of the Securities 
and Exchange Commission, told the committee 
on depreciation of the National Association of 
Railroad and Utilities Commissioners in Chi- 
cago in March, that his commission unani- 
mously agrees with the principal conclusions 
and recommendations in the committee’s 1943 
depreciation report. 

After complimenting the committee on the 
report, which he termed “a great contribution 
to the literature on this important subject,’’ Mr. 
Purcell dealt specifically with the problems in- 
volved in the change-over from retirement to 
straight-line depreciation accounting. 

“On this subject certain spokesmen of the 
public-utility industry have expressed consid- 
erable apprehension lest the change-over be 
required in an unduly abrupt manner, with 
adverse effects upon the credit of the com- 
panies,” Mr. Purcell said. ‘They have also 
urged that your recommendations would in- 
volve retroactive features unfair to investors 
from the point of view of rate regulation.” 

Regarding the three aspects of the change- 
over problem, the S.E.C. chairman confined his 
remarks to the accounting and financing phases, 
since the commission has no rate-making pow- 
ers, pointing out that there “has been a sub- 
stantial change in thinking’’ as to proper de- 
preciation practices, both on the part of the 
industry and the regulatory authorities. 

“Accordingly, we have tended to require a 
gradual rather than an abrupt change-over to 
straight-line depreciation,” he said. 

“Let me give you a few illustrations from 
our experience which will indicate some of the 
specific improvements that have been made 
with respect to depreciation policy. 

“In connection with a refunding program by 
a large electric utility system, the depreciation 
reserve was increased from $10,800,000, or 
4.01 per cent. of its plant account, to $23,- 
900,000, or 10.1 per cent. of total plant. I may 
also add that in the case of this company the 
annual accrual for depreciation increased from 
$1,724,000 in 1936 to $4,491,000 in 1942. In 
other such cases depreciation reserves were in- 
creased from 6.9 per cent. of total property to 
11.2 per cent. in one case; from 5.89 to 8.77 
per cent. in another, and from 1.35 per cent. to 
11.5 per cent. in still another.” 

The over-all figures for the private electric- 
utility industry show that depreciation reserves 
increased from $1,495,000,000 on Dec. 31, 
1937, to $2,306,000,000 on Dec. 31, 1942, he 
said. 

Mr. Purcell said that expressions of concern 
by spokesmen from the public-utility industry 


were not justified, in his opinion, by a fair 
reading of the committee’s report. 

“Nevertheless, we do recognize that there 
are problems with respect to the change-over 
from retirement to straight-line depreciation ac- 
counting, both as to the timing of its accom- 
plishment and as to its effects upon investors 
and consumers,” he said. 


42 Million in Benefits 
Paid on War Deaths 


Total death benefits of $41,800,000 were 
paid in 1943 by life insurance companies under 
31,600 civilian policies owned by those in the 
armed forces and merchant marine, the Insti- 
tute of Life Insurance announced recently. 
This brought the aggregate of such claims 
since the start of the war to $59,400,000 under 
43,500 policies. 

“The civilian life insurance owned by the 
servicemen is making an important contribu- 
tion to the security needs of dependents at 
home,” the institute said. “The servicemen own 
a large aggregate of this civilian life insur- 
ance, maintained from prewar days, in addi- 
tion to their national service life insurance, 
the combined protection giving them a large 
bulwark of protection for those at home.” 

At the same time, the institute pointed out, 
war-caused death claims on servicemen have 
not yet been an appreciable part of the total 
death benefits of the life insurance companies. 


U.S. War Spending Is 94 Per Cent. 
of Total Federal Expenditure 


For the first time in this emergency period 
we are now devoting to war activities as large 
a proportion of all our governmental expendi- 
tures as we were in 1918. Just before World 
War I we were devoting to the support of our 
Army and Navy 36 per cent. of all our federal 
expenditures. Then when we entered the war 
the proportion moved rapidly upward until it 
was 94 per cent. in 1918. Waging war had be- 
come so predominantly our major activity that 
it absorbed nearly all of our governmental ex- 
penditures, the Cleveland Trust Company's 
“Business Bulletin” stated recently. 

In 1922 the defense expenditures absorbed 
27 per cent. of the national payments, and 
they fluctuated between that proportion and 
20 per cent. until 1933. In those years we 
were spending a good deal more on our mili- 
tary and naval establishments than we had been 
back in 1914 and 1915, but the costs of other 
governmental activities had increased so greatly 
that the proportion spent for national defense 
was a good deal lower. During most of those 
postwar years we were spending many hun- 
dreds of millions in the rapid paying down of 
the heavy indebtedness which we had incurred 
in the war years. 

In the middle 1930’s our nonmilitary costs 
of government greatly increased because of re- 
lief payments, subsidies, pump-priming, and 
other efforts to combat the Great Depression. 
In 1934 and the two following years our de- 
fense expenditures amounted to only about 10 
per cent. of our government costs. In retro- 
spect it is easy to see that we were not spend- 
ing as much on our armed services as we 
should have been alloting to them. Al! the 
years mentioned in this discussion are fiscal 
years ended on June 30. ¢ 

War broke out in Europe in September of 
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1939, which was in the fiscal year of 1940. 
In that year our defense expenditures amounted 
to 19 per cent. of our governmental costs. They 
mounted to 50 per cent. in 1941, to 81 per 
cent. in 1942, to 93 per cent. in 1943, and 
they will be as much as 94 per cent. in this 
fiscal year of 1944 which is already more than 
half through. 

Our present civil expenditures are more than 
10 times as great as they were just before the 
outbreak of the first World War, but our 
military expenses have become so huge that 
once more we are spending on the war 94 per 
cent. of all our disbursed funds, just as we 
did 25 years ago. 


Senator Vandenberg Forecasts Social 
Security Payroll Tax Rise 
to 3 Per Cent. 


Expansion by Congress of Social Security 
coverage and an increase in payroll taxes on 
employers and employees was called inevitable 
in a mid-March statement by Senator Arthur 
R. Vandenberg, Republican, of Michigan, a 
member of the Senate Finance Committee. 

Mr. Vandenberg, who is the one legislator 
regarded as most responsible for Congress ac- 
tion in three times postponing an otherwise 
automatic increase in payroll taxes from 1 to 
2 per cent. each on employees and employers, 
told a ““New York Times” reporter he thought 
extensive changes must soon be made in the 
act. 

Mr. Vandenberg said he believed that be- 
fore the year was out Congress must consider 
the formula enacted into law in 1939 under 
which the reserve fund must contain at all 
times sufficient money to meet payments three 
times the highest amount expected in any one 
of the next five years. 

“That reserve fund formula isn’t going to 
be sufficient when the real load of Social Se- 
curity payments falls due, as it soon will,” 
Mr. Vandenberg said. 

Mr. Vandenberg indicated that he was not 
favorable to a 6 per cent. tax rate, geared to 
raise an additional $5,000,000,000 annually, 
but might agree to a program by which the 
levy eventually would reach 3 per cent. each on 
employers and employees. 


Smaller War Plants Have 
Employment Decline 


Small manufacturing plants engaged in war 
work are employing fewer workers than they 
did some months ago. Employment is still 
increasing in the larger plants which have 
from 1,000 to 30,000 workers on their pay- 
rolls. These trends are almost surely going to 
continue until the war in Europe comes to an 
end, the “Business Bulletin” of the Cleveland 
Trust Company pointed out in a recent issue. 

These developments are inevitable, but not 
many people thought far enough about such 
Matters to be able to foresee them. Probably 
they will result in a good deal of unemploy- 
ment widely scattered among small groups 
throughout our industrial communities. 

_ We are now reaching peak output in most 
lines of war production. In very many large 
plants having important prime contracts the 
Output per worker-hour is still increasing as 
skills are developed and processes are im- 
Proved. As this takes place the management 


of the large firm can withdraw some of the 
work that it had placed with smaller subcon- 
tractors, and handle it in its own plant. 
This process is now going on. Every time 
there is a cutback in schedules the same proc- 
ess is repeated. The large firm having the prime 
contract finds itself able to handle an increased 
proportion of the work in its own plant and 
transfers work away from the, subcontractors. 
Something of the same sort is taking place 
as changes in designs are ordered. The large 
plants have now sufficiently mastered the in- 
tricacies of munitions manufacturing so that 





Joseph D. Nunan, Jr., Commissioner 
of Internal Revenue, announced on March 
19 that mailing had begun of the forms 
to be used by an estimated 15,000,000 
taxpayers in filing their Declarations of 
Estimated 1944 Tax, which are due not 
later than April 15. The forms (Form 
1040ES) are similar in. appearance and 
general content to the forms used for the 
1943 declarations last September and De- 
cember. They are being mailed to all per- 
sons who filed declarations last fall. Others 
who are required to file this year may 
obtain copies from any Collector of In- 
ternal Revenue. 

The declaration form is accompanied 
by two alternative worksheets. One, sim- 
plified, may be used to approximate his 
1944 tax by any taxpayer whose income 
does not exceed $10,000. The other is a 
more detailed worksheet for taxpayers 
whose income exceeds $10,000 and also 
for persons with smaller incomes who 
prefer to make a more precise calcula- 
tion of their 1944 tax. The first quarterly 
instalment of estimated tax shown to be 
due on the declaration should be made 
at the time the deciaration is filed and 
the remainder should be paid on or be- 
ig June 15, September 15, and Decem- 
er 15. 











they can produce articles of changed design 
with less subcontracting than would have been 
necessary a year ago or six months ago. All 
these factors will operate in the months that 
lie ahead to influence increasingly the changes 
in industrial employment. 

There would be little to worry about in all 
this if the small plants could retain their 
working forces and employ them in producing 
goods for civilian use. Unfortunately not many 
of them can do that because metals and other 
materials have not been released in large quan- 
tities for the production of civilian goods, and 
there is little prospect that they can be in the 
near future. Up to now the reductions in the 
working forces of the smaller plants have not 
reached serious proportions. Small plants 
should seek to increase their backlogs of or- 
ders, and to do their work so well that the 
large plants will not be too greatly tempted 
to take their work over. 


SEC Majority’s Stand on 
Reorganizations Cited 


The inherent difference between bankruptcy 
reorganizations, typical recapitalizations and 
mergers accomplished under state statutes and 
those in compliance with the “death sentence” 
provisions of the holding company act was dis- 


cussed in March by Commissioner Robert H. 
O’Brien, of the Securities and Exchange Com- 
mission, in an address before the Chicago Bar 
Association. 

Mr. O'Brien explained in his address the 
position of the majority of the commission in 
several reorganizations in accordance with Sec- 
tion 11 of the holding company act as con- 
trasted with that of Commissioner Robert E. 
Healy, who filed dissenting opinions. 

“You are aware, of course, of the strict re- 
spect for the liquidation priorities of senior se- 
curities which the Supreme Court has always 
required in the typical reorganization accom- 
plished in equity receivership or in bank- 
ruptcy,”’ Mr. O’Brien said. 

“In sharp contrast are the results reached 
in a typical recapitalization or merger under 
state law dealing with the rights of preferred 
and common stockholders of a solvent company 
which has substantial arrears on preferred divi- 
dends. As you are well aware, the standard of 
fairness which has generally been used by the 
equity courts to test such recapitalizations is 
whether the particular plan is so unfair as to 
amount to constructive fraud. 

“In such recapitalizations the consent of 
common stockholders is necessary to put the 
plan through, and even though they may have 
little or no equity in the existing structure, 
they are in a position to exact a substantial 
price for putting the preferred stockholders in 
a position to receive dividends.” 

A typical reorganization under the holding 
company act for compliance with Section 
11 (b) of that statute differs from both the 
bankruptcy situation and the typical recapitali- 
zation of a solvent company under state law, 
Mr. O’Brien pointed out. 

“Unlike the former, no class of security 
holders has the power to precipitate a change 
in the existing situation, and unlike the latter, 
no class has the power to block such a change,” 
he said. 

“You will note that Section 11 provides a 
minimum of specification as to procedural de- 
tail and the utmost flexibility as to method of 
achieving statutory objectives. Congress was 
aware of the great variety and complexity of 
problems which would be presented by the 
different holding company systems, and did 
not wish to overparticularize. It used as its pat- 
tern the devices which had been developed by 
the courts in connection with anti-trust de- 
crees, adding only the provision for an ad- 
ministrative forum for the development of 
plans in the first instance.” 

The speaker explained that a bankruptcy 
court normally begins its acquaintance with the 
bankrupt upon the institution of the bank- 
ruptcy proceedings, pointing out that a long 
period of administration may be necessary be- 
fore the situation is ripe for reorganization. 
Unfortunate experience with the so-called short 
receivership techniques has led to special statu- 
tory safeguards to make sure of an adequate 
and independent investigation of plans before 
their submission to security holders. 

“By contrast, the commission, which has the 
initial responsibility for plans under the act, 
has had the benefit of preliminary contact with 
the company in the course of its various regu- 
latory duties, including studies and hearings 
with specific reference to Section 11,” he said. 
“This makes it possible to short-cut much of 
the bankruptcy reorganization procedure, and 
in most instances, to accomplish a quicker and 
cheaper reorganization than would be possible 
under Chapter X.” 
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medicine. The spectacle of architectural schools 
graduating students unprepared for a day 
of pre-fabricated, mass-produced, functional 
homes; the spectacle of business administration 
training students for immediate service as sec- 
retaries, accountants, or credit men, but leav- 
ing them ignorant of the nature of the political 
and economic revolution sweeping the world, 
and unprepared for the duties of citizenship 
in a time of threatening inflation, depression, 
chaos, and war. 

There has been a steady diminution of in- 
terest in general or liberal education. There 
has been growing resistance to education for 
the living of a life as distinguished from edu- 
cation for the earning of a living. This is 
very ominous for the future, and it would 
seem that the schools should be concerned 
more and more with general education—edu- 
cation for the common life. Our boys and 
girls will need to be prepared for a life in a 
very different kind of world. It will be dif- 
ferent in its productive power; in its means 
of communication and transportation; the new 
opportunities open to women, and in the in- 
crease of leisure time and in the complexity 
of social and political organization. 


SHALL CONTROLLERS BE FOUND WANTING? 


It is not sufficient to leave this task to the 
educators, as the help of mature, alert citizens 
will be needed if we are to go through this 
period of transition successfully. I appeal to 
you, as controllers, and as responsible citizens 
in a changing and highly complicated busy 
world, to contribute your efforts toward this 
end. If you need some selfish reason for under- 
taking this kind of venture in giving your sup- 
port to this cause, let me repeat that as we 
go through this period of transition our own 
businesses and our very jobs may be at stake. 

Free enterprise has been on the defensive 
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for several years and even democracy itself has 
bogged down at many places, both in spirit 
and in fact. Business men as a group have 
almost abdicated from their present responsibil- 
ity as citizens, and it is now high time that 
something be done to regain the confidence of 
the masses in both free enterprise and de- 
mocracy. It is true that we will need to have 
controls of government in varying degrees for 
the successful solution of many of our post- 
war problems, but only by a faith in our- 
selves and a faith in free institutions can we 
make America a land of opportunity for all its 
citizens. 

Let us therefore, from this time on, resolve 
to accept more personal responsibility and con- 
tribute something to the upbuilding of our 
citizenship. When I make this suggestion, I 
do not mean that we should become educators, 
or ministers, or even public statesmen. I 
mean that we should so conduct our own 
operations as to show to all the world that 
private enterprise can successfully operate the 
production and distribution of goods in our 
country, and that we do not need to be con- 
trolled by regimentation and bureaucratic edict. 

Not all persons can be leaders, but men 
of education and ‘experience such as that had 
by controllers should look upon their train- 
ing and experience as a sort of trust and as 
a sort of benefit which carries with it a defi- 
nite duty and responsibility. If our higher 
education and broader experience has not en- 
abled us to be leaders and to speak for, as 
well as to, the common man, and help guide 
and direct him, our attitude is rather narrow 
and selfish and, to a large extent, barren. 


BusINEss MEN Now IN Goop STANDING 


Just at this time business men are in better 
standing than they have been for a considerable 
time. Through our system of private enterprise 
it has been shown that we can produce in such 
quantities as have never been heard of in 
the past. If, while there is still confidence in 
us, we can be allowed to continue our opera- 
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tions and make distribution of this prodigious 
production in the best interests of the masses, 
we can go a long way toward selling our tra- 
ditions which have been so successful in the 
past. Our leadership will be more and more 
accepted as a result of this wartime perform. 
ance. 

Up to this point I have only discussed this 
matter in general terms. These broad remarks 
will doubtlessly mean a different thing to each 
one of you, and I would not presume to tell 
any controller, or the management of any com- 
pany, just how they might best proceed to ac. 
complish this general purpose. Each one will 
translate this need for better citizenship in a 
way peculiar to his own temperament and to 
his own operations. 

It is, however, my desire to be practical 
rather than to theorize, and I should now like 
to get down to what I have frequently te- 
ferred to as the ‘grass roots approach”’ to this 
problem. What, specifically, can we do to ac- 
complish these things? What can we, as con- 
trollers, do to make our contribution toward 
business leadership? 

First of all let me say that The Institute 
offers you a splendid opportunity to learn more 
about this complex and changing economic 
world of ours. The early organizers of our In- 
stitute pointed out clearly that the purpose of 
the organization was to render the best pos- 
sible service to its members, both in the dis- 
semination of technical information and in 
providing an exchange of ideas among its mem- 
bers. This service has been continued. Discus- 
sions in our local Controls and in our annual 
meetings have given members an understand- 
ing of our business problems that could not 
have been gotten in any other place. This 
added knowledge has not only increased the 
worth and prestige of the controller, but has 
also given to his company many valuable sug- 
gestions with respect to planning its operations 
successfully and fitting itself better into the 
changed social world. 

The second thing I would suggest is to en- 
large your vision beyond the immediate and 
pressing problems of the moment. The early 
founders of this organization furnished this 
type of vision. If you will examine their early 
releases, you will observe the vision which 
they had of the future needs of The Institute. 
I have already mentioned the statement by Dr. 
Tolley as to the part universities contribute in 
this respect. We have, as you know, a Na- 
tional Committee on Education and one of the 
big tasks of that Committee at this time is 
to contact various universities throughout the 
country and arrange for the proper courses in 
Controllership. I had the privilege a short 
time ago of attending a regional meeting of the 
American Accounting Association, which is 
comprised of deans and professors in our com- 
merce and finance schools, and it was a pleas- 
ure to learn of the willingness of these edu- 
cators to contribute their bit toward develop- 
ment of better controllers. 


Hetp DEVELOP YOUNG CONTROLLERS 


They realize, of course, that they cannot 
have any course which will adequately train a 
controller to take over an established job of 
any great importance, as this requires consid- 
erable years of experience. They do feel, how- 
ever, that they can give the young controller- 
to-be a grasp of the basic fundamental princi- 
ples which will hasten his development after 
he gets into controllership work. Other courses, 
of course, can be provided for him to pursue 
after he is in actual business practice. 

I urge upon you to serve not only on the 
Committees of your local Control, but also on 
a National Committee if you can possibly spare 
time for it. In days gone by there has been a 
tendency for people to think that if they could 
selfishly draw themselves within their own 
shell they could reap all the benefits to be de- 


(Please turn to page 172) 
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“Controllership Problems” 


A special pamphlet covering important pa- 
pers on the above timely subject, as presented 
at The Twelfth Annual Meeting of The Con- 
trollers Institute of America, is now available 
at 50 cents per copy from The Institute’s head- 
quarters: One East Forty-Second Street, New 
York, 17, New York. Please send remittance 
with your order. 


Paper Saving Essential 


The Commercial Printing Industry of the 
United States has addressed an urgent appeal 
to The Controllers Institute of America for 
aid in meeting the critical shortage of com- 
mercial printing papers. In the face of dan- 
gerously low levels in paper inventories, the 
War Production Board announced that the al- 
lotment of commercial printing paper tonnage 
for the first quarter of 1944 would be 25 
per cent. less than for the comparative period 
in 1941. It was pointed out that unless co- 
operative action by users and printers can ef- 


PRINCIPAL 
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fect this tonnage reduction, the possibility of 
“end-use’’ restrictions, such as are in effect in 
Canada, may be developed. 

To aid in this paper conservation program, 
THE CONTROLLER, several months ago, insti- 
tuted several changes, including reduction in 
the weight of paper, increase in width and 
depth of columns, and similar steps. 

The editors of the publication urge each 
controller and financial officer among its body 
of readers to support the paper conservation 
program by means of a paper conservation 
committee within each company to review pres- 
ent paper usage and determine where savings 
can be made. In addition, every salvageable 
pound of waste paper should be turned in to 
regular channels as soon as possible. 

The check list reproduced below shows prac- 
tical ways of conserving paper. It is issued by 
the Joint Committee on Government Relations 
of the Commercial Printing Industry, with 
offices at 461 Eighth Avenue, New York 1, 
New York and 105 West Monroe Street, Chi- 
cago 3, Illinois. By means of this check list, it 


is believed possible for each organization to 
make the required 25 per cent. cut in paper 
without reducing the essential printing pro- 
gram. Copies of this check list are available 
from the Joint Committee, or from printing 
firms throughout the country. 


PAPER CONSERVATION CHECK SHEET 


(Use a check sheet on every job. Get copies 
from your printer.) 
Can we save 25 per cent. of the paper on 
this job? 
Put a check (V) in each case for yes. If 
in doubt, consult your printer. 


PAPER STOCK 
1. Is this the lightest weight paper we can use? 
.... Inside paper 
....Cover stock 
....Letterhead 
....Envelope 


OVERALL SIZE 
. Is this the smallest practical size we can 
use? 
For example: 
....Smaller letterheads 
.Can this size be cut without waste from 
a standard sheet? 
....Smaller page size 
....Smaller forms 


nN 


TYPE SIZE 
3. Have we specified the smallest practical size 
type? 
....Body type 
....Headline or display type 
....Can we reduce leading? 
....Would narrower columns make it pos- 
sible to use smaller type? 


DESIGN AND LAYOouT 


4. Is the general design and layout economical? 


in size 
(Also 


reduced 
together? 


.Can illustrations be 
and printed closer 
saves copper.) 
.Are all bleeds and overhang covers 
eliminated ? 
.Can we print on both sides of the pa- 
per? 
. What are the smallest margins we can 
use? 

....Can it be self-covered ? 
.Are there any intervening blank pages? 
.If a cover must be used, can all four 
sides be used for printing? 
.Can it be mailed without an envelope? 
.Can it be folded to go in a smaller 
envelope? 


AMOUNT 


5. Have we checked carefully the number 
needed ? 
....Mailing lists okay ? 


.... Inventory ? 


And now........Can we achieve equal ef- 
fect with a smaller format by using better 
typography and additional colors? 


ESTIMATED PAPER SAVINGS 
1. Over the previous comparable job? 
Percentage saved Savings in pounds 


2. Over the original specifications? 
Percentage saved Savings in pounds 


Discuss this check sheet with your printer. 
He is best fitted to give you technical advice. 


The Joint Committee would like to receive 
"before and after’’ examples of paper conserva- 
tion. Please send them to Room 1712, 461 
Eighth Avenue, New York 1, N. Y. It will 
help others make similar savings. 
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AVE time for overburdened post 
S offices and avoid confusion by 
giving your mailroom personnel these 
new Postal Rates, effective March 26. 
@ FIRST CLASS LOCAL MAIL—Old rate 

of 2c per ounce increased to 3c. 

e@ AIR MAIL—Old rate of 6c per ounce 
increased to 8c. (Rate to and from 
overseas members of the Armed 
Forces is unchanged.) 

@ PARCEL POST AND OTHER FOURTH 
CLASS MAIL—Old rates increased 
3%, or lc, whichever is greater. 

@ MONEY ORDERS, C.O.D., REGISTERED 
and INSURED MAIL—Fees increased. 


Attend the Annual Conference of the National Office 
Management Association, June 5, 6 and 7, New York, N.Y. 
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Illustration shows COMMERCIAL CONTROLS Postal Scale 


COMPLETE RATE CHART AVAILABLE 
A detailed schedule of new rates, 
suitable for your mailroom wall, is 
available without charge—phone our 
nearest office or write us direct. 

It is important that your mailroom 
gets this new information—also that 
your postal and parcel post scales 
have corrected charts—for the mail- 
room is ‘‘the heart of every office” 
upon which all departments depend. 

Plan now for an up-to-date, post- 
war mailroom with modern, mail- 
handling equipment—a CoMMERCIAL 
ConTROLs specialist will help you. 












COMMERCIAL CONTROLS 


Division of NATIONAL POSTAL METER COMPANY, INC. 


Rochester 2, N. Y.—Branches and Agencies in Principal Cities 
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rived from others and not contribute anything 
themselves. This viewpoint is outmoded. As 
everyone realizes, the more one puts into an 
organization of this kind, the more one gets 
out of it. I am sure, that any controller, who 
has given his time and effort on one of our 
committees, has gotten more out of it than 
he put into it. He has had an opportunity to 
improve his worth to his own company and 
increase the prestige of himself and his asso- 
ciates. 

For some reason or other there has in recent 
years been an abdication from personal te. 
sponsibility. There has been an inclination for 
us to become engrossed in our own business 
life and leave for others the job of business 
statesmanship. Business management in years 
gone by has been more or less in disrepute, and 
the masses have not had complete confidence in 
it. It seems to me, however, that during the 
war period business has done such a fine job 
of producing the necessary war materials that 
they are now in much better grace and will 
be more readily accepted as business leaders. 
I know of no one better qualified than the 
controller to help in this way. 

Crackpot theories and panaceas are going to 
be* numerous in the period to come, and it 
seems to me that the controllers can render a 
very definite service. Many of these panaceas 
are only out-moded ideas dressed in modern 
garb. Many times they seem logical and plaus- 
ible. If controllers can produce the necessary 
facts and figures to show how dangerous some 
of them are, and how detrimental they will be 
in the long run, I think they will have ren- 
dered a very distinct service. This does not 
mean that we should not strive to avoid 
political entanglements, but we can take a 
firm stand on principles and exert all the 
legitimate influence that we can as citizens and 
as leaders. 


SERVICE TO OuR EMPLOYEES 


There is another public service that can be 
rendered by the controller in connection with 
the education of his company’s own employees. 
The controller is closer to the heart and soul 
of a corporation than any other employee, 
and he knows better than anyone else the aims, 
ambitions, goals, desires, and even weaknesses 
of corporate management. If he can help to 
convince the employees of his own company 
of the desire of that company to conduct an 
honest operation and be of service to the com- 
munity in which it operates, he will have gone 
a long way toward improving the loyalty and 
confidence of the employees in business gen- 
erally. 

Through his contact with wage records, em- 
ployment records, and other records dealing 
with treatment of employees, he can easily 
detect any injustices and guard against any 
practices which may be injurious to the morals 
of the organization. By the same token, with 
the appropriate facts and figures, he can 
encourage the introduction of insurance plans, 
pension benefits, and other things which can 
leave a better impression upon the employees 
generally than any amount of self-praise of 
boasting about past accomplishments. 


BUSINESS LEADERSHIP AT HOME 


Someone will ask at this point how he can 
be expected to participate in endeavors of this 
kind when the pressure of current routine work 
is taking all the strength and energy that he 
has. My feeling is that there is no conflict be- 
tween these various thoughts. In other words, 
if one proceeds properly, he can exert a powér- 
ful influence right in his own company. I 


(Please turn to page 180) 
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Reviews of Recent Publications 








Taxes To Aid the Economy 


“POSTWAR TAX POLICY AND BUSINESS 
EXPANSION,” by Lewis H. Kimmel. Pub- 
lished by The Brookings Institution, Washing- 
ton, D. C. 50 cents. 

In this 46-page discussion of a very vital 
subject, Mr. Kimmel recommends changes in 
postwar tax policy with a view to stimulat- 
ing industrial activity, the assumption of risks 
by business enterprises and investment in new 
ventures, which are so essential for maintain- 
ing employment and prosperity after the war. 

The major changes recommended by the 
author may be summarized as follows: 

(1) The excess profits tax should be re- 
pealed soon after the war. 

(2) To abolish the present “double taxa- 
tion” of corporate earnings, the normal in- 
come tax on corporations should be considered 
a tax paid at source and be deducted pro 
rata from dividends. The stockholder would 
then report the gross amount of the dividend 
and take credit against his own tax for the nor- 
mal tax paid by the corporation at the source. 
This is along the lines of the British system. 

(3) To meet the revenue needs of the Gov- 
ernment, the corporate surtax should be con- 
tinued but should be reduced to a moderate 
rate, five per cent. to 10 per cent. 

(4) New manufacturing industries estab- 
lished after the war should be exempted from 
income tax for a period of three years and 
should be taxed at only half the regular rate 
for the succeeding two years. This exemption is 


not intended to apply to the normal tax paid 
on corporate earnings at the source. 

(5) Liberalization of depreciation and amor- 
tization allowances on new plant and equipment. 

(6) Extension of operating loss and capital 
loss carry-over provisions. 

(7) Reduced income and surtax rates on 
income of individuals from investments in 
equity capital of new enterprises. 

Other recommendations by Mr. Kimmel are 
repeal of federal capital stock tax and related 
declared value excess profits tax, repeal of 
the 2 per cent. penalty tax on consolidated re- 
turns and the tax on intercompany dividends, 
and limitation of State income taxes to a rate 
of 5 per cent. 

The author believes that in the long run 
these changes would increase rather than de- 
crease the tax revenues of the government. 
He recognizes that because of revenue needs, 
it will not be possible to make the changes he 
has recommended fully effective immediately 
after the war. However, he feels that an an- 
nouncement at the earliest practicable date of a 
program of tax rate reductions together with 
a clear statement of the major objectives of 
the long-range tax program is essential. 

Reviewed by M. M. ROSENBERG. 


“Pension Plans and Social Security” 


A special pamphlet covering important pa- 
pers on the above timely subject, as presented 
at The Twelfth Annual Meeting of The Con- 
trollers Institute of America, is now available 


at 50 cents per copy from The Institute's head- 
quarters: One East Forty-Second Street, New 
York, 17, New York. Please send remittance 
with your order. 

Other titles in the series of eight pamphlets 
(50 cents per copy, $3.00 for the series of eight 
booklets) are: “Postwar Reserves,” “War Con- 
tract Problems,” “Corporate Financial State- 
ments; Federal Reports,” ‘Federal Taxation 
and the National Debt,’ “Manpower Policies; 
Wage and Salary Stabilization,” “Postwar Con- 
siderations,” and “Controllership Problems.” 


SEC Reports on '36-'42 
Earnings and Costs 


Six corporations in fifteen war industry 
groups reported profits in 1942 of more than 
100 per cent. on invested capital after payment 
of taxes, the second in a series of Securities and 
Exchange Commission studies on profits and 
operations costs from 1936 through 1942, 
covering 261 companies, disclosed. 

The six concerns were in the heavy indus- 
tries classification. Four of the companies are 
in the aircraft group, one in industrial machin- 
ery and one in screw machine products. 

Prepared under the direction of Ralph H. 
Krapp at the request of Army, Navy and War 
Production Board price-adjustment boards, the 
four-part study covers more than half of the na- 
tion’s industrial volume and is designed as a 
basis for renegotiation of war contracts. The 
1,106 corporations included are listed on stock 
exchanges and represent more than 14,000 sub- 
sidiaries. 

The aircraft industry reported the highest 
profit yield—179.2 per cent. before taxes, 37.2 
after reductions. Metal-working machinery, 
134.6—25.7, and screw machine products, 
118.7—30.8, were the only other industry 
groups in the second of the series that topped 
100 per cent. in profits before taxes. 











analysis. 


POST-WAR PLANNING 


Any post-war planning requires a great deal of statistical 


Whether this takes the form of studies of sales experience | 


by markets, products, and classes of customers, or compilation 
of other data, our tabulating department is prepared to handle 
the analytical detail. 





Recording & Statistical Corporation 





CHICAGO NEW YORK 
DETROIT BOSTON | 
MONTREAL Uniree srares TORONTO | 


@ Inventory and General Calculating Service @ Payroll & Labor Distribution 
® Public Utility Rate Studies 


@ Sales Analyses 
® Market Research and Questionnaire Tabulations 
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Please mention THE CONTROLLER in communicating with advertisers 
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| To make our armies, in action all over the globe, 
the best fed of a// armies is the tough task of the 
Army Service Forces. It calls for an infinite amount 

| of patient, precise planning. 

| In army planning, men and foods are translated into 
| figures. Figuring apportions those foods to the men, 
wherever they are, in scientifically balanced rations. 
| The fighting trim of our fighting men depends on facts 
| d and figures and figuring. 

| a e 

| Norden Bombsights Thousands of Burroughs adding, calculating and 
Years of experience in precision manufacturing accounting machines are now engaged in figuring 
are enabling Burroughs to produce and deliver % coal . h hi 

| the Gimees Metin Heaiaieltoneeithewn work vital to the war, just as Burroughs machines 
| precise instruments used in modern warfare. were used in peacetime—to save time and manpower 
New figuring and accounting machines are also iti H H u 

being produced by Burroughs for the Army, Navy, by expediting work, contributing $OSGCRERE- 

} U. S. Government and other enterprises whose 7 . 

| nceds are approved by the War Production Board. BURROUGHS ADDING MACHINE COMPANY e DETROIT 
| % BUY MORE WAR BONDS x B U rrou oh % 
- FIGURING, ACCOUNTING AND STATISTICAL MACHINES »* NATIONWIDE MAINTENANCE SERVICE ¢ BUSINESS MACHINE SUPPLIES 
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Third of Life Insurance Company 
Assets in “Governments” 


American life insurance companies in 1943 
increased their holdings of securities and mort- 
gages in general by $3,310,000,000 and their 
holdings of United States Government secu- 
rities by $3,340,000,000, the Institute of Life 
Insurance reported in March. 

Policy holder funds invested in securities and 
mortgages at the 1943 yearend aggregated 
$32,270,000,000, aguinst $28,960,000,000 at 
the close of 1942. Investments in Government 
bonds at the end of 1943 were $12,730,000,- 
000, or nearly 34 per cent. of total assets. Pur- 
chases of such bonds in 1943 absorbed nearly 
75 per cent. of the funds invested in mortgages 
and securities and at the year-end represented 
$187 for each of 68,000,000 policy holders. 

The institute reported that life insurance in- 
vestments in the Fourth War Loan drive were 
$1,700,000,000 and added: 

“It is significant of the constructive role of 
these funds in the economic life of the nation 
that this investment in United States Govern- 
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ment bonds has been built up without dimin- 
ishing the support extended to the national 
economy through investment in business se- 
curities and in home and farm mortgages. Hold- 
ings of business securities aggregated $10,270,- 
000,000 at the year-end, an increase of $70,- 
000,000, while farm and city mortgages owned 
by the companies were maintained substantially 
unchanged at $6,670,000,000.”’ 

Rail bond holdings declined $60,000,000 in 
the year. Utility bonds rose $50,000,000, in- 
dustrial and miscellaneous business bonds were 
up $70,000,000 and holdings of stocks rose 
$580,000,000. 

Farm mortgage holdings showed a net de- 
crease of $50,000,000 and city mortgages rose 
$40,000,000. 

Canadian Government, provincial and munic- 
ipal bond purchases rose 50 per cent. but hold- 
ings fell $90,000,000, as the companies sold 
some of their holdings. 

Progress in liquidation of foreclosed real es- 
tate continued. Farm properties held declined 
from $480,000,000 to $340,000,000 and urban 
properties dropped from $1,150,000,000_ to 
$970,000,000. 


: * 
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A precision made calculating instru- 

ment that is so completely automatic that 

all mental and physical effort has been 

eliminated from its operation. These fully auto- 

matic calculators are the solution of the problem 

created by the critical shortage of competent clerical 

help. FRIDEN CALCULATORS are AVAILABLE 

today, when applications to obtain deliveries have been 
approved by the War Production Board. Telephone or write 
your local Fridén Representative for complete information. 





PRIDEN CALCULATING MACHINE CO., INC. 


EXECUTIVE OFFICES AND PLANT - SAN LEANDRO, CALIFORNIA, U.S.A. 





POSTWAR INFLATION 
(Continued from page 152) 








the end of the third postwar year. This 
last value would be in equilibrium with 
the Institute’s index, Combined Consum- 
ers’ Goods New Orders; actually, there 
would be some military demand included 
in the figure 102, perhaps as much as 15 
points, so that civilian capital goods de- 
mand would be below combined con- 
sumers’ goods production—at 101—by 
about 15 per cent. 

“Other goods” not included in the 
above index represent total construction 
(private and government), shipbuilding, 
aircraft, food and miscellaneous produc- 
tion. The index of “other goods” produc- 
tion has risen from 61 in the first quarter 
of 1941 to 300 in the fourth quarter of 
1943, or nearly 500 per cent. In the pat- 
tern offered we assume that production of 
these goods will be cut in half within 
nine months of the European war's end, 
and that this production will drop to 
about one-third of the peak—or to 105— 
about fifteen months after the war's end. 
This forecast low of 105 is only 40 per 
cent. above the value of this component 
in the second quarter of 1940 when con- 
struction was slightly below normal and 
aircraft production and shipbuilding were 
only nominal. 

Since we shall probably maintain an 
air force considerably larger than prewar 
and shall also maintain a two-ocean navy, 
the forecast for ‘other production” is 
conservative. By the third postwar year 
both industrial and public construction 
will have to rise substantially above the 
1940 level in order to satisfy the needs 
of the expanded national economy of that 
time. By 1946, for example, population 
will have increased to at least 137.2 mil- 
lion, and education, increased savings aris- 
ing from the war and lack of strictly 
public construction during the war will 
create a backlog of demand for essential 
public works. 

In the outlook presented it is assumed 
that public works will not be used to re- 
lieve unemployment at any time during 
the next three years, but rather that 
growth of the economy will require pub- 
lic investment for schools, hospitals, high- 
ways, streets, sewers, etc., at a rate sub- 
stantially above that of 1940. 

The assumption has been made that 
the public will spend very little of its 
savings now held as war bonds, currency, 
bank deposits, etc.; more specifically, it 
is assumed that the public will cash in 
bonds or industry and the public will go 
into debt sufficiently to contribute on the 
average only about 8 points to the FRB 
Production Index or less than 5 per cent. 
Therefore, the forecasts offered represent 
essentially the effects of current income 
and the large vacuums created by wat 
shortages. If one wishes to assume that 
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If your records are not giving you all the vital facts you 
need—instantly, when you need them—they are not 
doing the job—find out all about the NEW... 


ACME 0 I eee 


A Modern Visible Reeord System for 
Machine Posted and Hand Posted Records 













we FOR HAND POSTING 
IF YOU are considering a new , 


record system it will be to 
your benefit to see Acme’s new 
Veri-Visible, the time saver for 
Government and for Industry. 








FOR MACHINE POSTIN 







You are invited to send f 
illustrated folder ie 


‘POWERFUL RECORD CONTROL” 


NEW 


powerful caa'$ It will 
recor Pasi give you 
| Se. = = 4 ap hi 1 . i 
a contro t Pic. 
ure of the new 
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e-saving Vis- 


le Equipment. 
Facts 


*Made by Acme Visible Records, Inc., makers of famous 
ACME...INSITE...FLEXOLINE... VISION 
and SUPER-VISIBLE systems. Over 25 years 


Sar ae ae : in 
of specialization —Visible Record Systems exclusively. Pictures 


tell the story, 






_< CHICAGO 3, ILLINOIS 
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ROTARY FILES 










CARDINEER 
Rotary Files 


DIEBOLD 


“Systems to Fit the Routine” 


TRA-DEX 
Vertical Visible Files 


are Essential Savings 


Hundreds of great corporations 
have turned to Cardineer as the 
most efficient means of handling 
records. Built on the wheel prin- 
ciple it houses 6000 cards within 
easy reach of the operator. In 
many concerns it has stepped up 
output of finding, posting and 
reference work as much as two 
and three times over old methods. 
Portable — compact — speedy, 
Cardineer aids production by re- 
leasing workers for other essential 
jobs. Ready now for immediate 
delivery. Comes in five models. 


Write for full information. 


DIEBOLD INCORPORATED 
Canton 2, Ohio 


ASK FOR YOURS: Booklets in time- 
money saving are free as follows: 
check and pin on your letterhead: 
Inventories (), Costs (1), Payroll and 
Personnel (),Plantand Equipment (11, 
Purchases (1), Production (1). 


IEBOLD ARMOR 


for America's Armed Forces 

We are operating all our 

plants 24 hours a day, 

making armor plate for 

U.S. planes, scout cars 
and hoalf-tracks 


oe on > ae ee 
Visible Book 


Solve the problem...Speed the work...Reduce the cost 



















POSTWAR INFLATION 
(Continued from page 176) 











a larger portion of public savings (claims 
to future production) will be monetized 
and thus converted into claims against 
present production, he must raise the fore- 
cast of total production and of the vari- 
ous categories presented in the above 
picture. Such a development is a pos- 
sibility and there is at least some justifi- 
cation for assuming that it will material- 
ize. Experience shows, however, that sav- 
ings, although originally put aside for 
the purchase of durable consumers’ goods, 
usually remain as savings. 

It should also be borne in mind that 
in making the forecasts we have not as- 
sumed an increase in installment loans, 
If our loan index, which is now below 
the 1932 level, should rise to the 1941 
level, the production level will be several 
points higher than indicated. 


POSTWAR PRODUCTION AND EMPLoy- 
MENT 


On the basis of the forecasts for the 
various components of production pre- 
sented above, we attain 173 as the low 
quantity of the new FRB Production In- 
dex. This low occurs in the third quarter 
after the simultaneous ending of the 
wars. It is conceivable that for one month 
during that quarter an actual low of 160 
might be reached, but clearly the strength 
of demand is so great that such a low 
value, if reached at all, will not persist 
for any length of time. The pattern after 
the nine months’ period shows gradually 
rising production despite declining activ- 
ity in the capital goods (and “‘other’) 
industries, with stabilization around 185 
indicated for the third postwar year. 

We have estimated that with 2 million 
in the armed forces and a labor force of 
56 million (the likely labor force after 
war) full employment at 185 (FRB In- 
dex) would be achieved if the average 
actual industrial work week were 3614 
hours. This 3614 actual average would 
correspond to a normal work-week of 
only slightly under 40 hours, since sick- 
ness, absenteeism, short hours in certain 
industries, etc., would account for most 
of the difference between 3614 and 40 
hours. 


SUMMARY 


With such a pattern of business the 
demand for materials will be sufficiently 
strong after the war to prevent any sefl- 
ous decline in prices. In fact, there will 
be a shortage of ten to fifteen million 
tons of steel, several million tons of pa- 
per and pulp, several billion feet of lum- 
ber, and no great surpluses of agricultural 
products. Consequently, it should not be 
surprising if prices advance after the war. 
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| NAME 


NATIONAL DUPLICATING 
PAYROLL SYSTEM 


Here is a complete record of weekly earnings and deduc- 
tions for 8 employees for a full year . . . 16 employees for six 
months... or 32 employees for a quarterly period. » Can also 
be adapted to daily, bi-weekly, semi-monthly and monthly pay 

—. en periods if separate time records are used. + Easy to use. Dupli- 
STATEMENT OF EARNINGS cate perforated sheet becomes statement for employees. No 
AND DEDUCTIONS FOR figures to recopy. All records made at one writing. Original 





ORIGINAL SHEET 


PAYROLL 


EARNINGS RECORD 


WE ARR ROE and recap sheets on ''Eye-Ease’’ paper. 

WITHHOLDING TAX 

SOCIAL SECURITY Available in 2 styles... No. 565 Tumbler Bound Style and 
ee oe No. PR85 in Loose Leaf Form. Write for folder No. PR3. 


WAR BOND DEDUCTIONS 
AVAILABLE AT YOUR STATIONER’S 


A PRODUCT OF NATIONAL BLANK BOOK COMPANY, HOLYOKE, MASS. 
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INSTITUTE ACTIVITIES 








Dallas, New Orleans, and Atlanta Controls 
Are Organized 


Formation of three new local Controls of 
the Controllers Institute of America was 
achieved during March, in Dallas, New Orleans 
and Atlanta, following visits to those cities 
late in February by Paul Haase, assistant secre- 
tary of The Institute. Mr. Haase also visited 
the monthly meetings of the Houston and 
Chattanooga Controls during the course of his 
trip to organize the three new units. 

Addition of these three new Controls brings 
the total local affiliated units to 34, seven of 
which have been added since October, 1943, 
when President John C. Naylor took office. 

Because this issue of THE CONTROLLER was 
on its way to the presses just prior to the 
meetings scheduled in Dallas, New Orleans 
and Atlanta, the names of the newly elected 
officers and directors of the Controls will be 
carried in the May issue of THE CONTROLLER. 

In each of the three cities, organization 
committees to complete details and preliminary 
arrangements were appointed at the initial 
meetings, at which Mr. Haase spoke. They 
follow: 


ATLANTA: Chairman, Robert R. Pattillo, Re- 


War Contracts Committee 
Holds Meeting 


A meeting of The Institute’s War Contract 
Termination Policies and Procedures Commit- 
tee was held on Sunday morning, April 2, pre- 
ceding the Eastern Spring Conference of The 
Institute, in the Waldorf-Astoria Hotel, New 
York. The agenda of the meeting, which was 
under the chairmanship of Dundas Peacock, 
controller of Elliott Company, included the 
recent Baruch-Hancock report, the Murray- 
George bill, and other current matters, as 
well as a determination of future actions of 
the Committee. 


Institute’s Education Committee 


Meets in New York 


Under the chairmanship of Henry C. Perry, 
treasurer of The Heywood-Wakefield Company, 
Gardner, Massachusetts, the National Com- 
mittee on Education of The Institute met on 
Sunday afternoon, April 2, in the Waldorf- 
Astoria Hotel, New York, to consider “next 
steps” in the educational program being de- 
veloped by the group. Subjects and material to 
be recommended for study in undergraduate or 
post-graduate collegiate courses were discussed 
and development of lecture and case material 
was outlined. 


Postwar Controllership 


Committee Meets 


The Committee on Postwar Controllership 
Problems, with Louis M. Nichols, controller 
of General Electric Supply Corporation, as 
chairman, met for an all-day session at the 
Hotel Shelton, New York, on April 1, preced- 
ing the Eastern Spring Conference, which be- 
gan the next afternoon at the Hotel Waldorf- 
Astoria. The outline of this year’s considera- 
tions by the Committee was discussed and the 
development of specific subjects was scheduled. 
This year’s committee reports are intended to 
supplement the 1942 study, by The Institute’s 


tail Credit Company, Inc., Secretary, Franklin 
C. Hill, Southern Wood Preserving Company ; 
Russell Baker, Atlanta Laundries, Inc.; Gilbert 
Maloney, Bell Aircraft Corporation; C. A. Lit- 
tle, Scripto Manufacturing Company; Herman 
Boozer, Georgia Power Company; J. J. Doran, 
Davison-Paxon Company. 

DALLas: Chairman, Lyman L. Dyer, Lone 
Star Gas Company; Secretary, Henry S. Koepcke, 
A. J. Rife Construction Company; J. A. Good- 
son, Hunt Oil Company; Ed C. Hands, Ben E. 
Keith Company, Fort Worth; Russell Middle- 
ton, Texas Textile Mills; Russell M. Braund, 
Oil Well Supply Company; E. Clyde Seymour, 
Magnolia Petroleum Company. 

NEw ORLEANS: Chairman, S. M. Smallpage, 
New Orleans Public Service, Inc.; Secretary, 
John F. McDonald, D. H. Holmes Company, 
Ltd.; Ben C. Moise, Maison Blanche Company; 
F. P. Hagaman, Standard Oil Company of 
Louisiana, Baton Rouge; J. M. Stonnell, 
Copalymer Corporation, Baton Rouge; C. P. 
Binnings, H. G. Hill Stores; A. A. Robbert, 
C. T. Patterson Co., Inc.; John R. Fincher, 
Defense Plant Corporation, Baton Rouge 





Committee in this field, which was entitled 
“Wartime Planning to Meet Postwar Prob- 
lems.” 


PERSONAL NOTES 


W.R. Creal, of Turner Day and Woodworth 
Handle Company of Louisville, was named a 
director of the Louisville Control at the Febru- 
ary 13 meeting of the group, to fill the unex- 
pired term of H. L. Burrough, who is now as- 
sociated with Automatic Electric Company in 
Chicago. 

Wayland S. Bowser, controller of the Blaw- 
Knox Company, Pittsburgh, and a member 
of The Controllers Institute of America, has 
been elected a director of the company. 

Mr. Frederic E, Bishop, a member of The 
Controllers Institute of America since Febru- 
ary 27, 1941, has a new title of comptroller 
and secretary of the Virginia Bridge Company, 
Roanoke, Virginia. Revised by-laws for the 
company, effective immediately, among other 
things created the office of comptroller and 
did away with the office of auditor, a position 
which Mr. Bishop filled as secretary and auditor. 
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GEORGE L. DUMBAULD 


His many friends in Pittsburgh mourned 
the death, after a short illness, of George L. 
Dumbauld, vice president and treasurer of the 
Blaw-Knox Company. Mr. Dumbauld died at 
his home in Glenshaw, on February 3. 

A member of The Institute since January, 
1937, Mr. Dumbauld, who was 61, joined the 
firm in 1920, as controller. In 1929, he be- 
came a director and was named treasurer the 
following year, becoming vice president-treas- 
urer in 1936. His other positions included 
director and treasurer of the Blaw-Knox Con- 
struction Company, Blaw-Knox International 


Corporation, and the Hoboken Land Company, 

A native of Ohio, Mr. Dumbauld began his 
business career as station agent with the 
Pennsylvania Railroad at Gnadenhutten, 
Ohio. He was a 32nd Degree Mason, a mem. 
ber of the Metropolitan Club of Pittsburgh, 
and had served as a commissioner of Shaler 
Township. 

In addition to his widow, Mrs. Olive Simp. 
son Dumbauld, he leaves three children, 
Margibell and George Dumbauld, at home, 
and W. Donald Dumbauld of Huntington, 
West Virginia. 


FREDERICK HAYDEN MEEDER 


Frederick Hayden Meeder, former assistant 
controller of the New York Central System, 
died on March 6, at his home in New York. 
He was seventy-five years old. Prior to his 
retirement in 1939, Mr. Meeder had served 
with the New York Central for fifty-two years, 
having been assistant controller since 1920. 

Mr. Meeder was a former member of The 
Controllers Institute of America, being posses- 
sor of Certificate Number 130, by virtue of 
election in July, 1932. Active in many social 
and church activities, Mr. Meeder was also a 
member of the Veterans of the 7th Regiment, 
New York Guard. His career with the New 
York Central System began in 1887 as an 
office boy in the treasurer’s office of the Mich- 
igan Central Railroad and by 1910 he had be- 
come assistant to the vice-president of the Sys- 
tem. Mr. Meeder had no immediate survivors. 


R. GORDON SNODGRASS 


R. Gordon Snodgrass, comptroller of The 
Superior Oil Company, Los Angeles, died on 
April 11, in an airplane crash in Texas, while 
returning to Los Angeles from a business trip 
in that State. A member of The Controllers In- 
stitute since July, 1941, he was also a member 
of the American Institute of Accountants, The 
California Society of Certified Public Account- 
ants and the Petroleum Accountants Society of 
Los Angeles. Prior to joining The Superior Oil 
Company in 1939, he was a member of the staff 
of Price, Waterhouse & Company in Los An- 
geles. Mr. Snodgrass, who was 35 at the time 
of his death, graduated from Stanford Uni- 
versity, and is survived by his widow, Mrs. 
Elizabeth Thomas Snodgrass, and two children, 
as well as his father and a sister. 








| 


| CONTROLLER’S CONTRIBUTION | 





| (Continued from page 172) 








one needs to be urged only by selfishness, let 
it be said that an enlightened selfishness goes 
beyond the interest of any one individual and 
in the long run all of us will profit more by 
service along these lines. 

We sometimes despair that business does not 
receive more appreciation for the work which 
it is doing in building up the material re 
sources of the country, but it seems to me that, 
just as in the past we have mastered the pro- 
ductive side of our problem, we, in the future, 
can solve the problems of distribution. The 
whole country has been amazed at the tre- 
mendous war production job which has been 
done, and it seems to me that as a result of 
this we are in a particularly good position at 
the present time to be of service to our coun: 
try by contributing to its leadership. Let us, 
as controllers, not be found wanting. 
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MARSH & MeLENNAN 


INCORPORATED 


Marsh & McLennan has developed many 
employee retirement plans, embracing 
the self-administered, insurance com- 
pany group annuity and individual con- 


tract methods of financing. 


The accredited actuaries of our Pension 
Department are available for impartial 


and competent counsel. 


70 PINE STREET - NEW YORK 


CHICAGO 
BUFFALO 
PITTSBURGH 
CLEVELAND 
COLUMBUS 
DETROIT 
INDIANAPOLIS 


MILWAUKEE SEATTLE 
MINNEAPOLIS VANCOUVER 
DULUTH MONTREAL 
PHOENIX BOSTON 

SAN FRANCISCO ST. LOUIS 

LOS ANGELES LONDON 
PORTLAND WASHINGTON, D. C. 
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MEETINGS OF CONTROLS 








WESTERN MICHIGAN 
Topic: WAGE STABILIZATION 
The monthly dinner meeting of the West- 
ern Michigan Control was held in the Penin- 
sular Club, on March 22. Mr. Carl J. Ridder- 
ing of the firm of Travis, Merrick, Barnum 
& Riddering chose for his address, “Current 
Problems in Wage Stabilization.” 


TWIN CITIES 
Topic: FEDERAL TAXATION 


George C. Ludolph, C.P.A., spoke on “‘Fed- 
eral Taxation” at the March 7 dinner meeting 
of the Twin Cities Control of The Institute, 
held in the St. Paul Athletic Club. The meet- 
ing was held jointly with that of the Twin 
City Controllers. 


TOLEDO 
Topic: POSTWAR TAX REFUNDS 
The matter of federal income tax refunds 
as a source of funds for postwar reconversion, 
was the subject for discussion at the March 
9 meeting of the Toledo Control. E. L. Spet- 
nagel, manager of the Tax Department of 
Electric Auto-Lite Company, was the guest 
speaker. He supported his remarks with a 
number of comprehensive illustrations of 
several of the major benefits to be derived 
from the carry-back and carry-forward pro- 
visions of the Income Tax Law. The dis- 
cussion following Mr. Spetnagel’s presenta- 
tion lasted for over an hour and it was agreed 
that the same subject should be continued for 
discussion at the April 13 meeting of the 
Control. 


SYRACUSE 
Topic: REVENUE ACT OF 1943 
New features of the Revenue Act of 1943, 
including changes in renegotiation, were an- 
alyzed by John R. Tuttle, secretary of 
the Crouse-Hinds Company, Syracuse, at the 
monthly dinner meeting of the Syracuse Con- 
trol, on March 21, in the University Club. 


SEATTLE 

Topic: CONTRACT RENEGOTIATIONS 

The March 23 meeting of the Seattle Con- 
trol was held at the Washington Athletic 
Club, and had for its guest speaker, Ward 
C. Kumm, whose subject was “Renegotia- 
tion of Government Contracts.” Mr. Kumm’s 
talk was followed by a question and answer 
period, during which much valuable infor- 
mation was gleaned by those present. 

At the dinner meeting held on February 
8, Raymond J. Huff, vice-president and sec- 
retary-treasurer of Puget Sound Bridge & 
Dredging Company, was chosen first pres- 
ident of the Seattle Control. Other officers 
of the Control include: vice-president, Dwight 
Orr, Weyerhaeuser Timber Company; secretary, 
Harry Drew, Washington Motor Coach Com- 
pany, Inc.; and treasurer, R. P. Steen, Seattle 
Trust and Savings Bank. 

The Board of Directors chosen include: 
L. D. Brill, Northwestern Mutual Fire Asso- 
ciation; E. C. Moeloth, Frederick and Nel- 
son; and C, L. Anderson, Pacific Fruit and 
Produce Company. 


ST. LOUIS 
Topic: MIDWESTERN CONFERENCE 


The St. Louis Control of The Institute de- 
voted its February 28 meeting to a discus- 


sion of plans for the coming Seventh Mid- 
western Controllers Conference to be held in 
St. Louis April 30, May 1 and 2. The meet- 
ing was held at the Missouri Athletic Club 
and was attended by John C. Naylor, na- 
tional president of The Institute, as well as 
the chairmen of the various committees, who 
spoke on the several phases of the Con- 
ference plans. 


ROCHESTER 
Topic: PENSION TRUSTS 
Robert S, Davis, Assistant Trust Officer of 
Lincoln-Alliance Bank and Trust Co., was 
discussion leader at the February 23 dinner 
meeting of the Rochester Control of The 
Institute. The subject, ‘Pension Trusts,” 
covered the history, characteristics, applica- 
tion, tax aspects and probable future of these 
trusts. The meeting was held in the Roch- 
ester Club. 


PORTLAND 
Topic: CURRENT TAXATION 
The monthly meeting of the Portland Con- 
trol of The Institute was held in the Heath- 
man Hotel on February 18, and was attended 
by fifteen members. Arthur N. Niemi, Cer- 
tified Public Accountant for Sawtell Gold- 
rainer & Co., gave an interesting talk on 
taxes as they currently apply to each individ- 
ual. His speech was followed by a general 
discussion of the subject. 


PITTSBURGH 

Topic: JOB EVALUATION AND WAGE 

STABILIZATION 

Edward N. Hay, Director of Personnel of 
The Pennsylvania Company for the Insur- 
ance on Lives and Granting of Annuities, 
was speaker at the March 27 meeting of. the 
Pittsburgh Control, held in the Blue Room 
of the Fort Pitt Hotel. Mr. Hay discussed 
‘Job Evaluation and Wage Stabilization.” 


PHILADELPHIA 
Topic: RENEGOTIATION 
NATION 

The Philadelphia Control of the Institute, 
on March 2, had for its speaker Edward P. 
Smith, attorney and tax specialist, who ad- 
dressed the members on “Renegotiation and 
Contract Termination.”” Weir Mitchell, con- 
troller of the P. M. Hollingshead Corpora- 
tion, Camden, presided at the meeting, which 
was held in the Warwick Hotel. 


and TERMI- 


MILWAUKEE 

Topics: ‘CONTRACT TERMINATION 

and WAGE STABILIZATION 

“Contract Termination Procedure” was 
the subject discussed by Edward H. McDer- 
mott, senior member of McDermott, Will & 
Emery, at the February 29 meeting of the 
Milwaukee Control of The Controllers In- 
stitute of America. 

At the March 14 meeting of the Control, 
T. C. Kammholz, member of the law firm of 
Pope & Ballard, spoke on “Wage Stabiliza- 
tion.” The speaker was formerly the Re- 
gional Attorney of Region 6 of the NWLB, 
and organized the legal division of the 
agency, which has jurisdiction over several 


states. He returned to private practice in 
1943 and specializes in labor law and indus- 
trial relations. 


LOUISVILLE 
VISIT OF PRESIDENT NAYLOR 
Mr. John C. Naylor of Pet Milk Com- 
pany, St. Louis, and president of The Con- 
trollers Institute of America, attended the 
monthly dinner meeting of the Louisville 
Control of The Institute, which was held at 
the Pendennis Club on February 23. 


LOS ANGELES 
Topic: U. S. POSTWAR POLICY 
Dr. Arthur G. Coons, Dean of the Faculty 
and Professor of Economics, Occidental Col- 
lege, spoke on “American Economic Policy 
in the Postwar Period” at the March 9 din- 
ner meeting of the Los Angeles Control of 
The Institute, held in the Hotel Clark. 


KANSAS CITY 
Topic: EMPLOYEE TRAINING 
The Kansas City Control of The Institute 
held its regular monthly meeting on March 
13, in the University Club, and had for its 
speaker, William M. McBubbin, Kansas City 
representative of the Training Within Indus- 
try Service of the War Manpower Commis- 
sion. Mr. McBubbin used for his subject, 
“Employee Training as an Operating Func- 
tion of Management,” and in his address, ex- 
plained the various WMC training programs, 
including job instructor training, job meth- 
ods training, job relations training and plant 
development. 


INDIANAPOLIS 
Topic: WAGE STABILIZATION 
The Indianapolis Control of The Institute 
had two speakers for its regular dinner meet- 
ing on February 23 in the Lincoln Hotel. 
They were Mr. Kurt Pantzer, senior partner 
in the legal firm of Barnes, Hickam, Pantzer 
& Boyd, and Mr. Lewis D. Spender, of the 
same organization. Both discussed “Cur- 
rent Developments in Wage Stabilization 
and Control.” 


HOUSTON 
Topic: POSTWAR CONTROLLERSHIP 

For its next meeting on April 25, the 
Houston Control has scheduled the presen- 
tation of a paper on “The Controllers Po- 
sition in the Postwar Period,” by Mr. B. B. 
Bromberg, a member of The Institute, and 
assistant controller of Levy Brothers Dry 
Goods Company of Houston. 

For its March 28th meeting, the Control 
scheduled a discussion on “Simplification of 
Government Procedures Affecting Business,” 
by Mr. Byron Mitchell, regional manager of 
the Bureau of the Budget. 

Mr. Paul Haase, assistant secretary of The 
Institute, was one of two speakers at the 
February 21 meeting of the Control, in the 
Houston Club. He discussed present and fu- 
ture activities of The Institute. He was fol- 
lowed by Mr. J. V. McGoodwin, Economist, 
who outlined the local and national pro- 
grams of the Committee for Economic De- 
velopment, with which Mr. McGoodwin 1s 
affiliated. 
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Have you tapped this great source of 


MACHINE POWER? 


Machine Power Can Increase the Man Power and 





Woman Power in your Accounting Department 


Increasing man power and woman 
power—per hour—is simply a matter 
of saving seconds in performing every 
accounting operation. 


There are machines in the lines of the 
Underwood Elliott Fisher Company 
which can save those precious seconds 
for you on every one of your account- 
ing operations. 

Speed, simplicity and accuracy, and at 
the lowest possible cost, are the basic 
advantages which you gain through 
the use of Underwood, Elliott Fisher, 
and Sundstrand Accounting Machines. 


In meeting any problem, Underwood 
Elliott Fisher representatives are not 
confined to inflexible methods; nor 


are they restricted to the adaptations 
of only one type of equipment. 


With a variety of models and features 
in each line, Underwood Elliott 
Fisher provides a flexible choice 
—unique in the accounting machine 
field—each model in day-to-day serv- 
ice in many thousands of organizations 
throughout the world. 


Your forms may be large or small; 
printed on paper or card stock; pre- 
pared in original only, or with copies 
that are alike or different in size or 
shape. 

Your records may require writing only, 
without computing; computing, with 
or without typed descriptions; addi- 





tion, subtraction and individual totals 
of amounts entered in any number of 
columns from one to thirty, with or 
without simultaneous cross-computa- 
tion of one, two or more balances. 


Whatever your individual require- 
ments may be, Underwood Elliott 
Fisher has both the method and the 
equipment with which to speed your 
production and lower your accounting 
costs—the best method and the right 
equipment. 


A call to your local Underwood Elliott 
Fisher office will bring you, without 
obligation, interesting information on 
how Underwood Elliott Fisher mach- 
ine power can materially increase the 
production of your present man power 
and woman power. 


* * + 


Underwood klliott Fisher Accounting Machines are availabie 


subject to War Production Board authorization. 


Save the Seconds and You Save the Day— 


Our factory at Bridgeport, 
Connecticut, proudly flies the 
Army-Navy “E,” awarded for the 
production of precision instru- 
ments calling for skill and crafts- 
manship of the highest order. . . 


pro- 
c De- 
vin 1S 


Underwood Elliott Fisher Company 


Accounting Machine Division +* One Park Avenue, New York 16, WN. Y 
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MEETINGS OF CONTROLS 











HARTFORD 
Topic: SALARY STABILIZATION 


Joseph B. Burns, counsel for the Manu- 
facturers Association of Connecticut, ad- 
dressed the members of the Hartford Con- 
trol on’ “Salary Stabilization under the 
Treasury Department” at the March 9 meet- 
ing of that Control, held in the Elm Tree 
Inn, Farmington. Park C. Boyd, Whitney 
Chain & Manufacturing Company, Hartford, 
was chairman of the program committee for 
this event. 


DISTRICT OF COLUMBIA 
VISIT OF WAR CORRESPONDENT 


The District of Columbia Control was 
honored at its dinner meeting on March 28, 
by the presence of Sergeant Milburn Mc- 
Carty, U. S. Marine Corps, who described 
his experiences as a combat correspondent 
on Bougainville. The meeting took place 
at the Carlton Hotel, and was preceded by 
a short social period. 


DETROIT 

Topic: CURRENT BUSINESS PROBLEMS 

A round-table discussion of current busi- 
ness problems followed the dinner meeting of 
the Detroit Control, on February 29 in the 
Hotel Statler. Kenneth B. Coates, assistant 
treasurer of the Great Lakes Steel Corpora- 
tion, was chairman of the program com- 
mittee in charge of the event. 


“war GONFe 





The Controller, April, 1944 


DAYTON 
Topic: RECONVERSION PROGRAMS 

The Directors of the Dayton Control held 
a luncheon meeting, February 23, at the Van 
Cleve Hotel, at which plans for the March 
meeting of the Control were discussed. 

This meeting also took place at the Van 
Cleve, on March 9, and had for its speaker, 
C. M. Doiseau, president of the Balcrank 
Corporation of Cincinnati, who addressed 
those present on reconversion and postwar 
programs, outlining his company’s plans as 
far as production, engineering, finance and 
sales problems were concerned. 


CLEVELAND 
Topic: PENSION PLANS 
At the regular monthly dinner meeting of 
the Cleveland Control of The Institute, held 
March 14 in the Hotel Cleveland, Arthur 
Stedry Hansen, consulting actuary, of Chi- 
cago, spoke on “Pension and Profit Sharing 
Plans.” Mr. Hansen was consulting expert 
to the Treasury, charged with assisting in 
preparing the regulations under Section 165 
and 23(p) of the Federal Revenue Act, and 
in educating and organizing the staff of the 
Internal Revenue Bureau to administer these 
sections of the law. 


CHICAGO 
Topic: “INFORMATION PLEASE” 
The program committee of the Chicago 
Control of The Institute planned an inter- 
esting “Information Please’ program for the 
March 28 meeting of the Control. Members 
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were asked to submit in writing any ques. 
tions concerning current problems of con. 
trollers with which they were particularly 
concerned—such as personnel, wage stabili. 
zation, union negotiations, office procedure, 
taxes, annual reports to stockholders, and 
other related subjects. The answers to these 
questions were discussed at length during 
the course of the evening. 


CHATTANOOGA 
Topic: POSTWAR PLANNING 
J. Burton Frierson, Jr., chairman of the 
Chattanooga Committee on Economic De. 
velopment, spoke on “Practical Aspects of 
Postwar Planning,” at the regular monthly 
meeting of the Chattanooga Control of The 
Institute, held February 28, in the Read 
House. Mr. Paul Haase, assistant secretary of 
The Institute, was guest of honor at the 
event. 


BUFFALO 

Topic: CONTRACT TERMINATION and 

RENEGOTIATION 

At the regular monthly dinner meeting of 
the Buffalo Control of The Institute, held 
March 7 in the Park Lane, J. K. McDon- 
ough, in charge of contract termination and 
renegotiation for the Colonial Radio Cor- 
poration, discussed these problems. 


BRIDGEPORT 
Topic: FEDERAL INCOME TAXES 


Peter Guy Evans, C.P.A., who is assistant 
secretary of National Starch Products, Inc., 
New York, discussed federal income taxes 
at the regular monthly dinner meeting of 
the Bridgeport Control of The Controllers 
Institute of America, held March 1, in the 
University Club. Mr. Evans, a member of 
The Institute, is also a member of the Fed- 
eral Taxation and Fiduciary Accounting Com- 
mittees of the New York State Society of Cer- 
tified Public Accounts. He is lecturer on ac- 
counting and taxation at Rutgers College 
and Columbia University. 


BOSTON ; 
Topic: POSTWAR RESERVES 

For their March 28 dinner meeting, the 
Boston Control members journeyed to 
Worcester for a most interesting session in 
conjunction with the Worcester members of 
the Boston Control, at which a panel dis- 
cussion of Budgeting of Postwar Reserves 
was presented by three speakers, under the 
chairmanship of Ross G. Walker, Professor 
of Business Administration at the Harvard 
Graduate School of Business Administration. 

The speakers included Stewart Freeman, 
Company Auditor, Dennison Manufacturing 
Company; J. Keith Butters, Assistant Pro- 
fessor of Financial Research at the Harvard 
Business School, who has spent a great deal 
of time in professional taxation, and in work 
for the Bureau of Internal Revenue in Wash- 
ington; and Professor W. Arnold Hosmer 
of the Harvard Business School, who has 
made a thorough study of the management 
aspects of the problem. A question and 
answer period followed the formal program. 


BALTIMORE 
Topic: CHANGES IN REVENUE ACT 
OF 1943 
Paul E. Shorb, partner in the law firm of 
Covington, Burling, Rublee, Acheson and 
Shorb, addressed the Baltimore Control of 
The Institute at its monthly dinner meeting, 
held March 8, in the Lord Baltimore Hotel. 
Mr. Shorb, who spoke on “Changes in the 
Revenue Act of 1943, Including Contract 
Renegotiation Provisions,” is considered an 
outstanding tax authority. 
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Putting COST ANALYSIS DATA ) 
where it belongs! e 


Almost every major objective of 
business today drives home more 
forcefully, the necessity of a record 
control system that provides man- 
agement with simplified cost data in 
summary form. 

Manufacturers need cost figures 
at their fingertips for prompt and 
satisfactory adjustment on contract 
renegotiations 

for reports proving conformance 

with price ceilings 

for rating manufacturing efficiency 


for planning and pricing post-war 
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products on a basis that will in- 
sure profitable operations. 


Many of the nation’s leading or- 
ganizations accomplish this in a 
minimum of time, and with actual 
savings as high as 50%. Their an- 
swer is the Kardex Visible System of 
Cost Analysis with its exclusive 
Graph-A-Matic — “‘the seeing-eye” 
that portrays in a glance the inter- 
relationship of hundreds of facts. 
Why not learn now how this “Fact- 
Power” of Kardex can help to solve 


your problems: 
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But why the HARD way, 


cea 


wants, as a by-product of your original payroll posting! 


You can have the facts the 
Wage and Hour Inspector 


: Mister ? 





The Todd Form-Master cuts 
payroll posting time in half. 
Any clerk can post earnings 
statement, payroll sheet and 
payroll record all at once. 
Each figure is the same on all 
three forms—so actual earn- 
ings and payroll records are 
always in balance. The infor- 
mation that 7 government 
agencies require is immedi- 
ately at hand without extra 
work. No more worry on that 
score! 

Since there is no costly out- 
lay for equipment, can you af- 
ford not to ask for details? 


oe = 





OFFICES IN ALL}&SS@ PRINCIPAL CITIES 








WHAT CUSTOMERS SAY: 


a “| ..It formerly took two days 

to prepare our payroll. We have 
cut this time to one day...” 

The Philip Carey Company, 

Miami Cabinet Division, 

Middletown, Ohio 

w “...We have cut down the 

time spent on payroll and So- 

cial Security records by at least 

50%...” 


M. Ross Masson Company, 
Indianapolis, Indiana 


a “...At least 35% saving in 
time has been effected...We are 
in complete compliance in our 
record-keeping...Can recom- 
mend your service to anyone 
having a payroll problem...” 


Iroquois Foundry Company, 
Racine, Wisc. 








THIS COUPON CAN SAVE WORRY! 


THE TODD CO., Inc., Rochester 3, N.Y. 
Please give me the facts about the Todd Form- 
Master — without obligation, cf course. 
Name 

Company 


ee a ee ee 





City . 
C-4-44 














Position Wanted 











Accountant—Auditor—C.P.A. (N. Y.) 

Desires responsible position in accounting, 
auditing or tax department of established 
concern. Also can be of real assistance to 
overburdened treasurer or controller. Wide 
experience in accounting, auditing, cost and 
taxes. 41; university trained. No objection 
to occasional traveling. Minimum salary 
$4500.00. Not interested in war-time posi- 
tion. Write: Box 408, “The Controller,” 
One East Forty-Second Street, New York 17, 
New York. , 


Controller—Treasurer—Assistant 
to President 


A member of The Institute is available on 
reasonable notice. He is a certified public ac. 
countant (New York) with extensive experi- 
ence in public practice—diversified assign- 
ments; six years as controller of a manufactur- 
ing company. He is thoroughly experienced in 
accounting, systems, taxes, costs, credits, rene- 
gotiation, and industrial relations. University 
graduate, age 44, married. Presently employed 
and is interested only in permanent position 
with good postwar future. Salary required 
$12,000-$15,000. Address Box 435, “The Con- 
troller.’ One East Forty-second Street, New 
York 17, New York. 


Accounting—Tax—Financial Executive 
Now Available 


If your company has a pressing need for 
the services of a thoroughly seasoned account- 
ing, tax and financial executive (C.P.A.), this 
man’s qualifications should be of more than 
usual interest. His 15 years’ experience in ad- 
ministrative positions with public accounting 
and industrial firms has equipped him for 
the responsibilities of Controller, Treasurer, 
Tax Accountant or Financial Executive. He 
not only has a thorough knowledge of modern 
accounting practices, but a complete under- 
standing of the current importance of effective 
control of accounting, tax, budget, systems and 
financial operations in the conduct of any busi- 
ness. As an administrator and organizer, he 
has been outstandingly successful. Address Box 
Number 106, ‘The Controller,” One East 
Forty-Second Street, New York 17, New York. 


Executive—Vice-President 
General Manager—Treasurer 


General management executive is interested 
in making a new connection as a top ranking 
official with an outstanding business organiza- 
tion having a continuing post war future. 
Twenty years previously with a national com- 
pany and presently five years with an interna- 
tional corporation, he has the initiative and 
ability to plan, direct, and execute major respon- 
sibilities. He is experienced in industrial 
management, manufacturing, personnel rela- 
tions, investigations, government contracts and 
claims, surveys, installation of systems, ac 
counting, finance, taxes, costs, sales contracts, 
installment sales, credits, budgets, stock and 
bond issues, merchandising, consolidations, and 
reorganizations. He is accustomed to contact 
with bankers, executives, engineers, employees, 
lawyers, accountants, committees and  stoc 
holders. Salary requirement is in excess of 
$15,000 per year. He is a mature administrator, 
50 years of age, married, Protestant, and enjoys 
excellent health. Preferable location is Metro- 
politan New York. . 

Address Box 286 “The Controller.” One 
East Forty-second Street, New York 17, New 
York. 
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tk 17, 
—For every man who works with 
costs, everywhere that costs are kept— 
oe An unequaled fund of technical working information on 
ic ac- 2 : : ‘ 
-xpeti- cost accounting in manufacturing, organized for ready use, 
_ to aid in sound judgment and constructive accomplishment. 
actur- 
ced in ° ° . 
rene- Meets a Major Need, Unfilled Until Now 
versity Sean : - ; 
ployed UST at the right time to meet the stepped-up demands of all-out production, 
sition comes this new Cost ACCOUNTANTS’ HANDBOOK. Into the hands of all concerned 
om with costs, it puts a codification of basic principles which have been established, 
‘New and of means and methods which cost accountants in a wide variety of plants and 
industries have worked out and found useful. 
sab An Ever-Present, Never-Failing Assistant on Cost Problems 
Vital information on the whole range of plans of operation and latest methods for carry- 
as cost accounting in modern manufacturing is ing them out; control questions and their solu- 
* united and organized for your use in this tion; variations in technique for particular re- 
oe new Handbook. quirements; differing practice in dealing with 
e b " The Cost ACCOUNTANTS’ HANDBOOK gives controversial matters; forms and records for ac- 
eM az the wealth of working details of up-to-the- cumulating, analyzing, and distributing data— 
a minute, successful application that cost men all those multitudinous details it is so es- 
unting value and want to get. In its 25 sections, its sential to have at your command in cost 
n for 1,300 Closely-packed pages, you have basic work to-day. 
surer, 
e, He e p 
‘odern Profit from the Work and Experience of Others 
er in a Wide Range of Industries 
1s and In this fund of technical working data, weighed from different angles by men quali- THEODORE L —_ 
| busi- you have answers to almost any conceivable fied to appraise its adequacy and value. Rdiier.d ANG, C.P.A 
er, he cost question—answers that carry the weight Nowhere else can you get so much con- Assisted “n-Chief 
s Box of experience and authority. venient, concentrated, usable information Contributin, @ Board of more than 70 
East ELE AEE LS A EE, showing you how to tackle all kinds of cost represent g and Consulting Edi ( 
York. | Jarifi An my Se ae problems, how to organize the work; how i ee ing Cost experience i ‘lors, 
been Clarified—in standard books, technica to get the results wanted in the best way. ring of Practically sedan manu- 
journals, proceedings of technical societies, The Handbook is built to stand up under Y type. 
or other authoritative sources—the editors the constant use vou will give it: the as SECT 
a pepdd the edit nt_use you will g | IONS 
~ spared no effort to- reflect this material. sturdy, flexible binding, with its heavy gilt Put at your com d 
very stat t in the vol as t stampi i si for service. mand th 
reste y statement in the volume has been stamping, is designed for service ™ modern prectice e best 
NKIN, ° * : "Ports, Analve; 
‘nize. | ORDER NOW to Receive a Copy at Earliest Moment iation Analysis: sis and Control. Va1 
: ; ; The C “S: Cost Classificatione 
pac To receive as soon as possible after issue the wealth of tested, expert Cost Recor partment. Orpanisin 
Pad working data which is this new Cost ACCOUNTANTS’ HANDBOOK, send in now Suing — 
e and the order form below. Standard Fitaas Spe Costs. Operation of 
espon- tems. Continuous pee Order Cost Sys- 
eal aaa a ae ae ee Joint, By-product Gace Cost Systems 
: ' sea cs atk WEL. -Est en 
pe THE RONALD PRESS COMPANY | _ Material Purchases. Marne ot 
sa 15 East 26th St., New York 10, N. Y. \ Sra ltventories, Scrap, Wacc! Costs 
th acts. Send me the new Cost Accountants’ Handbook. Within 5 days J Lab age. Timekeeping and Pay — 
eae» after it reaches me, I will send price, $7.50, plus a few cents postage wear Costs, Overhead A ayrolls, 
k and Or, if not satisfied, I will return the book. (We pay delivery if you | Distribution Over “ccumulation 
5, and remit with order.) Cost. Overhead pO and Product 
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tions; i ss 
New THE RONALD PRESS COMPANY, New York, N. Y. | "8; 1,500 pages, 
Publishers also of the ACCOUNTANTS’ HANDBOOK 








188 


MARCHANT 


WITH 
FIGURE DIALS 
FOR ALL 3 FACTORS 


(One of many Marchant "'Firsts’’) 
ia 


Deliveries according 
to WPB schedule 


The Art of Calculating 
as advanced by Narchant 





Figure dials for a/l 3 factors of 
multiplication were first intro- 
duced to American calculators 
by Marchant over 20 years ago. 


Today, those who know calcu- 
lators best regard this exclusive 
Marchant feature as essential to 
complete calculatorsatisfaction. 











ALL 3 FAcTors stand in full review 
upon completion of every Marchant 
multiplication. ..showing ata glance 
a complete dial proof of correétness, 
with each amount properly pointed 
off by decimal. 

This eliminates the usual inefficient eye- 
straining and time-consuming zig-zag 
hunt through 90 keys to check a factor. 
Figure Dials for a// 3 factors is one 
of 20 Points of Superiority by which 
Marchant brings speed, accuracygand 
good nature to all calculator work. 








Marchant Calculating Machine Company 
Home Office: Oakland 8, California, U.S. A. 


SALES AGENCIES AND MANUFACTURER'S 


SERVICE STATIONS GIVE SERVICE EVERYWHERE ; 


The Controller, April, 1944 








NEW MEMBERS ELECTED 








NEW MEMBERS ELECTED 


At a meeting of the National Board of Di- 
rectors held March 13, 1944, the applicants 
named below were elected to active member- 
ship in The Institute: 

H. RANDOLPH BARBEE 
Federal Storage Company, 
De. 

CHARLES M. BILLMAN 
Trinity Portland Cement Company, Dallas, 
Texas. 

C. P. BINNINGS 
H. G. Hill Stores, Inc., New Orleans, Lou- 
isiana. 

EARL M. BROCKETT 
Schoenfelds’ Inc., Seattle, Washington 

EARLE L. BROWN 
Marshall Field & Company Manufacturing 
Division, Spray, North Carolina. 

EpwarD J. DORMER 
Ebensburg Coal Company, Philadelphia 

A. E., ELLIOTT 
Louisiana Power & Light Company, New 
Orleans, Louisiana. 

WILLIAM E. FRIEND 
Wrought Iron Range Company, St. Louis. 

Mark R. GAULT 
Hannifin Manufacturing Company, Chicago. 

EvERETT P. HALL 
The Folmer Graflex Corporation, Rochester, 
New York. 

WHOOSTER A. HAMBY 
American Creosote Works, 
leans, Louisiana. 

A. D. HARDER 
Southwestern Life Insurance Company, Dal- 
las, Texas. 

WALTER R. HART 
Aircraft Industries Company, Glendale, Calt- 
fornia 

DELBERT J. HAYDEN 
Atlantic Rayon Corporation, 
Rhode Island. 

THOMAS J. HEARD 
Arkansas Natural Gas Corporation, Shreve- 
port, Louisiana. 

FREDERICK C. MESSENGER 
Merchandise National Bank of Chicago, 
Chicago. : 

GEORGE F. MOTTER 
George F. Mottet’s 
vania. 

Roy T. OMUNDSON 
Cardox Corporation, Chicago. 

ALBERT A. ROBBERT, SR. 

C. T. Patterson Company, 

leans, Louisiana. 

A. ROBERT SEASS 
Milled Screw Products Company, Chicago. 

RICHARD A. SMYER 
Southport Petroleum Company of Delaware, 
Dallas, Texas. 

M. H. SNYDER 
All-Steel-Equip Company, Aurora, Illinois. 

WILLIAM P. STICH 
The Leon Godchaux Clothing Company, 
Ltd., New Orleans, Louisiana. 


Washington, 


Inc., New Or- 


Providence, 


Sons, York, Pennsyl- 


New Or- 


Inc., 





TIMELY FIGURES! 


Send your inventory and other emergency 
computations to a skilled organization of 
public calculators. Dependable results. 


ATLAS CALCULATING SERVICE 
25 E. Jackson Blvd. Chicago, Ill. 








JEROME G. STOCK 
Wright Aeronautical Corporation, Paterson 
New Jersey. 
J. M. STONNELL 
Copolymer Corporation, Baton Rouge, Lou- 
isiana. 
FeLIx H. TUCKER 
Conro Manufacturing Company, 
Texas. 
DONALD TURNER, SR. 
Pollock Paper & Box Company, Dallas, 
Texas. 
WILLIAM W. WALTER 
Cornbelt Brothers, Henderson, Kentucky. 
PHiLip J. WEBER 
The Doall Company, Des Plaines, Illinois. 
WILLIAM W. WHITNELL 
National Cylinder Gas Company, Chicago, 
LEMORE H. VAN RIPER 
National Manufacture and Stores Corpora- 
tion, Atlanta, Georgia. 


Dallas, 





Position Open 











Executive Accountant 


A large well-known manufacturer located 
in a metropolitan area requires an executive 
accountant capable of supervising the account- 
ing, payroll and cost departments. Perma- 
nent position and excellent postwar future. 
Salary open. State age, draft classification 
experience and all particulars. 

Write: Box 436, ‘The Controller,’ One 
East Forty-Second Street, New York 17, N. Y. 


Executive Accountant 


Executive Accountant wanted by national 
aviation concern in northeastern U. S. In- 
dustrial experience with controllership train- 
ing or experience. Include photo with appli- 
cation and advise expected salary. We will 
pay moving and interviewing expenses. Write 
to Box 434, ‘The Controller,’ One East 
Forty-second Street, New York 17, N. Y. 


J. H. Barrett is Chairman of 
ACWP Controllers Committee 


James H. Barrett, whose article on ‘‘Divid- 
ing Costs for Invoicing Under Concurrent 
CPFF Contracts’ appeared in the March is- 
sue, was inadvertently listed as chairman of 
the Automotive Council for War Production. 
Mr. Barrett, who is secretary and treasurer 
of The Murray Corporation of America, of 
Detroit, and a member of The Institute, 
should have been listed as chairman of the 
Controllers’ Committee of the Automotive 
Council for War Production. The editors 
regret any embarrassment that may have been 
caused Mr. Barrett by the omission of the 
words Controllers’ Committee” in the March 
issue. 





APPRAISALS 
Made by qualified experts in all lines 
STANDARD APPRAISAL COMPANY 


6 CHURCH ST. 
NEW YORK 


ATLANTA 
CHICAGO 
DETROIT 


BOSTON 
PHILADELPHIA 
PITTSBURGH 

















